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Introduction 

Each  year  North  Carolina  receives  an  apportionment  of  federal 
funds  from  the  Land  and  Water  Conservation  Fund,  (LWCF)  administered 
by  the  federal  Bureau  of  Outdoor  Recreation  (BOR).   The  State  ad- 
ministers these  funds  in  accordance  with  a  Statewide  Comprehensive 
Outdoor  Recreation  Plan  (SCORP) ,  which  is  rewritten  every  five  years. 
The  funds  are  administered  by  the  Department  of  Natural  Resources 
and  Community  Development  (NRCD) . 

The  funds  are  allocated  to  various  local  and  state  government 
recreation  projects  with  the  approval  of  the  B.O.R.  office.   NRCD 
has  a  State  Liaison  Office  staffed  by  five  individuals  which  carries 
out  the  state's  administration  of  these  funds. 

The  amount  of  LWCF  funds  has  increased  over  the  past  five  years 
and  legislative  authorization  of  even  greater  funding  for  the  next 
10  years,  reaching  $10.4  million  annually  to  North  Carolina  in  1980, 
has  passed,  although  the  funds  must  be  appropriated  by  Congress  each 
year.  These  federal  funds  represent  a  substantial  proportion  of  the 
money  available  for  outdoor  recreation  facilities. 

This  report  considers  the  use  of  these  federal  funds  during  the 
five-year  period  from  July  1,  1973  to  June  30,  1978.   During  this 
period,  numerous  local  recreation  programs  began,  and  the  State  Parks 
System  received  large  State  appropriations  for  park  purchase  and 
development.   Federal  funds  apportioned  to  North  Carolina  were  over 
$17.9  million  dollars,  compared  to  $16.6  million  over  the  previous 
nine  years. 
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Over  this  period  of  time,  the  State  B.O.R.  Liaison  Office  has 

been  under  two  separate  gubernatorial  administrations,  four  separate 

departmental  secretaries  in  two  separate  departments,  and  at  least 

three  separate  Alternate  State  Liaison  Officers.   The  findings  of 

this  report  reflect  to  a  great  extent  this  organizational  instability. 

The  report  focuses  on  three  major  areas: 

1.  The  use  of  the  funds  to  meet  recreational  needs  outlined 
in  the  1973  S.C.O.R.P.; 

2.  The  fiscal  management  of  the  funds  by  the  State  B.O.R. 
Liaison  Office;  and 

3.  The  use  and  management  of  the  funds  allocated  to  the  State 
Parks  system. 

Some  of  the  shortcomings  found  in  the  study  are  already  being 
addressed  by  the  agencies  involved.   However,  in  some  cases,  progress 
is  slow  and  greater  attention  could  be  paid  to  improved  management. 


Summary  of  Findings 

1)  Land  and  Water  Conservation  Funds  have  not  been  allocated  in  a 
manner  that  systematically  addresses  the  relative  needs  of 
North  Carolina  for  outdoor  recreation  facilities.   There  is  no 
relationship  between  the  acres  per  one  thousand  population 
(recreation  needs,  1971)  and  the  dollars  allocated  per  one 
thousand  population  over  the  5-year  period  by  region  for  Class  I 
recreational  facililities  (intensively  used  facilities  with 
urban  orientation) .   Additionally,  the  Department  of  Natural 
Resources  and  Community  Development's  rating  system  for  local 
projects  does  not  explicitly  consider  the  relative  needs  of 
applicant  areas  for  Class  I  facilities. 

2)  The  State  should  consider  altering  its  current  recreation  poll 
cies  in  order  to  better  address  the  State's  needs  for  Class  I 
recreation  facilities.   Of  the  nine  State  Parks'  projects  re- 
viewed in  this  study,  none  were  of  the  Class  I  type.   In  fact, 
State  policy  circumvents  the  provision  of  Class  I  facilities 

by  leaving  this  to  local  government  initiative.   However..  Class  I 
is  the  only  federal  Bureau  of  Outdoor  Recreation  recreation  class 
for  which  standards  have  been  established  that  the  State  has  not 
met.   This  finding  was  previously  noted  in  Fiscal  Research  Di- 
vision's "Study  of  State  Parks",  1973.   Minimal  progress  has 
been  made  since  then. 


Additionally,  there  are  feasible  options  that  would  allow 
the  State  to  more  directly  influence  Class  I  facilities, 
yet  not  become  involved  in  the  operation  of  such  facilities. 
Briefly  these  are: 

a)  A  specific  amount  of  State  funds  could 

be  set  aside  for  use  by  local  governments 
as  matching  money  for  federal  Land  and  Water 
Conservation  funds,  solely  for  the  provision 
of  Class  I  recreation  areas. 

b)  For  a  predetermined  number  of  years,  an 
additional  specific  percentage  of  Land 

and  Water  Conservation  Funds  could  be  targeted 
to  local  governments  for  the  acquisition  and 
development  of  Class  I  areas. 

c)  The  State  could  encourage  the  use  of  Community 
Development  Block  Grant  funds,  in   addition  to 
local  funds,  as  match  money  for  Land  and  Water 
Conservation  Fund  monies  in  the  provision  of 
Class  I  areas. 

3)   Local  governments  have  received  over  72%  of  federal  funds 
obligated  over  the  five-year  study  period,  although  State 
regulations  call  for  State  projects  to  receive  40%  of  avail- 
able funds.   The  effect  has  been  to  shift  more  of  the  cost  of 
State  Parks  projects  to  the  State  during  a  period  of  relatively 
rapid  growth  in  the  State  Park  system. 


4)  The  Division  of  State  Parks  and  Recreation  has  failed  to  apply 
for  a  possible  $2.2  million  in  federal  funds,  and  has  failed 
to  use  over  $468,000  in  donated  land  to  match  federal  funds. 
The  effect  has  been  to  increase  the  State's  share  of  the  cost 
for  providing  State  Park  recreational  facilities.   While  land 
donations  provide  tax  benefits  to  the  donators,  State  Parks 
failure  to  use  this  value  as  match  means  that  additional 
funding  benefits  are  foregone. 

5)  Delays  in  billing  for  reimbursements  have  cost  State  and  local 
governments  over  $282,000  in  foregone  investment  income.   The 
average  loss  per  State  project  was  $21,272;  for  local  projects 

it  was  $3,022.   The  effect  has  been  to  reduce  the  real  purchasing 
power  of  the  governing  body  and,  if  allowed  to  continue,  to 
affect  the  governing  body's  tax  stance. 

6)  Policy  changes  on  the  methods  of  distributing  federal  recreation 
funds  to  State  and  local  agencies  and  in  evaluating  project 
applications  are  currently  being  proposed  by  the  Department 

of  Natural  Resources  and  Community  Development.   The  substance 

on  the  proposed  changes  are: 

a)   Changing  the  fixed  allocation  formula  which 
currently  provides  50%  of  the  funds  to  local 
projects,  40%  to  State  projects,  and  10% 
discretionary,  to  a  flexible  allocation 
formula  to  be  determined  annually  by  the  State 
Liaison  Officer  for  Land  and  Water  Conservation 

■ 

Fund  monies. 


b)  Removing  the  input  of  the  Parks  and  Recreation 
Council  from  future  considerations  of  allocation 
formula  changes. 

c)  Changing  the  makeup  of  the  Land  and  Water  Con- 
servation Fund  grants  review  committee  from  one 
made  up  of  specifically  identified  persons  to 
one  simply  constituted  by  the  State  Liaison 
Officer  and  of  which  membership  is  not  identified. 

The  Department  of  Natural  Resources  and  Community  Development 
believes  that  these  changes  will  give  them  more  flexibility 
in  adjusting  to  the  changing  recreation  needs  of  North 
Carolina.   However,  as  was  manifested  at  a  recent  public 
hearing  concerning  these  changes,  these  changes  also  1)  pre- 
vent State  and  local  project  sponsors  from  planning  their 
projects  since  minimum  funding  levels  cannot  be  assured, 
2)  introduce  considerable  uncertainty  into  both  the  determi- 
nation of  allocation  formulas  and  the  grants  review  process 
since  the  Parks  and  Recreation  Council  will  no  longer  have 
input  and  the  constitution  of  the  grants  review  committee 
is  not  known,  and  3)  effectively  remove  the  allocation  formula 
determination  and  grants  review  process  from  public  scrutiny. 
These  changes  are  being  proposed  at  a  time  when  a  Legislative 
Commission  is  studying  the  State  Parks  system,  it  policies, 
and  its  needs.   This  appears  to  circumvent  the  legislative 
rationale  in  creating  the  Commission. 


Summary  of  Project  Management  Losses 


1)  Investment  Income 

2)  Construction  Cost  - 
Inflation  from  Delays 

3)  Purchasing  Power  Loss 
from  Slow  Reimbursement 

4)  Failure  to  use  Donated 
Lands 

5)  Delays  Between  State 
Decision  and  Approval 
of  Application 

6)  Delays  in  Requesting 
Administrative  Cost 
Re  imbu  r  s  erne  nt  s 

7)  Unexpended  Fund  Not 
Reobligated 

8)  Delayed  use  of 
Recreational  Activities 


State 
$170,182 

8.6%  yr. 
9.3%  yr. 
$468,000  value 


Local 
$111,827 

8.6%  yr, 
9.3%  yr. 


U* 


U* 


5  months 
Average 


U* 


$78,000 


U* 


*  Undetermined 


State  Recreation  Funding  Policies  -  Overview  of  Funds 

North  Carolina  has  been  apportioned  some  $17.9  million  in  LWCF 
funds  since  July  1,  1973. 

Over  the  1973-78  period,  local  governments  have  been  allocated 
about  72%  of  these  funds  ($12.7  million)  obligated  during  this  time. 
(See  Table  1).   The  28%  State  agencies  have  been  allocated  includes 
an  estimate  of  funds  to  be  obligated  during  the  current  federal 
fiscal  year  (Oct.  1  -  Sept.  30) ,  and  this  actual  percentage  could  be 
lower.   A  current  estimate  of  State  allocations  is  $4.8  million 
(7/1/73  to  present)  with  some  fiscal  year  1978  funds  still  unobli- 
gated. 


Table  It   NORTH  CAROLINA'S  SHARE  OF  FEDERAL  OUTDOOR 
RECREATION  FUNDS:  1973-74  THROUGH  1977-78 

1973-74      1974-75       1975-76       1976-77  1977-78  TOTAL 

REGULAR  APPORTIONMENT      979,487      3,412,800      4,167,408     3,401,665  5,920,506  $17,881,866 

CONTINGENCY 

APPORTIONMENT             37,612         (2,279)     = __z — Z 35,33  3 

TOTAL  AVAILABLE          1,017,099      3,410,521     4,167,408     3,401,665  5,920,506  $17,917,199 


OBLIGATIONS 

STATE  PARKS 

241,995 

965,374 

829,715 

1, 

,314,169 

STATE  FORESTRY 

- 

21,575 

11,910 

- 

STATE  TOTAL 

- 

986,949 

841,625 

1, 

,314,169 

%    STATE 

23.8 

28.9 

20.2 

33.6 

LOCAL  GOVERNMENTS 

737,492 

2,425,851 

3,325,783 

2 

,087,492 

%  LOCAL 

76.2 

71.1 

79.8 

61.4 

"OBLIGATIONS  OF  77-78  FUNDS  ARE  INCOMPLETE  AS  OF  JULY,  1978. 

Proposed  Policy  Changes  Remove  Set  Guidelines 

Each  year  the  State  of  North  Carolina  receives  notice  of  its 
share  of  appropriated  funds  from  the  Land  and  Water  Conservation 
Fund.   The  administrative  Code  of  the  Department  of  Natural 
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Resources  and  Community  Development  (N.R.C.D.)  sets  the  formula  for 

distributing  these  federal  funds  among  State  and  local  agencies. 

The  current  rules  allocate  50  percent  of  the  funds  to  local  agencies, 

40  percent  to  State  agencies,  with  10  percent  reserved  to  be  used 

at  the  discretion  of  the  State  Liaison  Officer  (Secretary  of  N.R.C.D.). 

Prior  to  July,  1975,  local  agencies  received  only  40  percent,  with 

20  percent  remaining  in  the  contingency  fund. 

The  administrative  rules  restrict  project  approval  to  those 
projects  that  can  be  completely  funded  during  that  fiscal  year. 
This  precludes  the  possibility  of  partially  funding  projects  that 
cannot  be  completed  within  the  fiscal  year,  and  completing  the 
funding  the  following  fiscal  year.   This  would  allow  more  projects 
to  get  underway  more  quickly.   The  adoption  of  multi-year  or 
advance  funding  by  Congress  would  simplify  this  matter. 

The  State  rules  call  for  three  funding  cycles;  October,  January 
and  April  (Final  decisions  were  actually  made  early  in  November, 
March  and  June  during  1977-78).   This  procedure  delays  the  use  of  at 
least  one-third  of  the  funds  for  seven  months.   This  affects  project 
costs  and  lost  recreational  opportunities. 

All  local  project  applications  are  reviewed  by  recreational 
planning  consultants  in  the  N.R.C.D.  field  office.   The  consultants 
have  a  100  point  system  to  rate  each  project.   The  rating  system 
has  a  maximum  of  28  points  for  "Degree  of  Need"  and  "Consistency 
with  SCORP  Goals". 

However,  in  another  section  of  this  report,  a  comparison  of 
dollars  allocated  by  region  to  recreation  needs  indicates  that  this 
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criterion  is  used  only  to  establish  that  there  is  a  need.   Evidently, 

it  is  not  used  to  compare  relative  needs  among  various  geographical 

areas . 

Several  minor  criteria  appear  to  bias  projects  away  from  the 
recreation  needs  outlined  in  two  1973  studies.   For  example,  lo- 
calities with  less  financial  ability  (not  defined)  receive  more  points, 
yet  one  of  the  more  acute  needs  is  for  Class  I  recreation  projects 
in  and  around  urban  areas,  which  probably  rate  as  having  more 
ability  to  finance  their  own  projects.*   Also,  more  points  are  given 
for  a  larger  geographic  area  to  be  served,  while  Class  I  needs  tend 
to  be  based  on  intensive-use,  locally-oriented  facilities.   (This 
factor  has  not  prevented  the  development  of  Class  I  projects,  but 
it  may  force  the  funds  into  city-wide  and  county-wide  parks  rather 
than  neighborhood-oriented  facilities). 

The  Administrative  Code  also  allows  the  staff  review  committees 
to  use  other  criteria.   Sandra  Babb,  Alternate  State  Liaison 
Officer,  stated  that  the  committee  is  trying  to  distribute  the 
funds  to  as  many  counties  as  possible,  using  population  in  each  N.R.C.D. 
field  office  service  area  as  another  factor.   While  this  may  please 
a  larger  number  of  people,  it  does  not  take  into  account  the  degree 
of  need  for  certain  classes  of  lecreaticnal  among  different  geographic 
areas,  based  on  the  1973  SCORP. 


*   The  1977  General  Assembly  appropriated  $400,000  to  N.R.C.D.  to 

distribute  to  local  governments  to  use  to  match  federal  funds.   During 

June,  1978,  $56,473  of  these  funds  were  given  to  local  governments  to 

match  LWCF  grants.   Coordination  of  State  and  local  grant  programs 

within  the  department  seems  to  be  a  better  alternative  than  penalizing 
larger  urban  areas  which  have  acute  recreation  needs. 
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The  State  B.O.R.  Liaison  staff  is  preparing  changes  in  the  ad- 
ministrative rules  governing  LWCF  grants.   The  major  changes 
contemplated  would: 

1.  Remove  the  40%-50%-10%  formula  and  allow  the  Secretary 
of  N.R.C.D.  to  set  the  State/local  distribution  annually. 

2.  Remove  project  selection  criteria  from  the  administrative 

(rules. 
The  major  effect  of  these  proposed  changes  is  to  give  the 
Secretary  more  discretion  over  the  distribution  of  LWCF  funds,  while 
removing  all  criteria  on  which  he  bases  his  decisions  from  public 
scrutiny.   The  State  Parks  System  has  not  used  LWCF  funds  well,  and 
this  change  could  simply  reflect  what  has  already  happened  in  the 
State/local  funds  distribution.   State  projects  have  received  less 
than  30%  of  LWCF  funds  over  the  past  five  years.   By  removing  a 
definite  percentage  allocation,  however,  N.R.C.D.  injects  more  un- 
certainty into  long-range  planning  for  State-sponsored  recreation  at 
a  time  when  (a)  the  Division  of  State  Parks  and  Recreation  is  becoming 
more  aggressive  in  using  the  funds,  (b)  a  Legislative  Study  Commission 
is  looking  at  long-range  policy  for  State  Parks,  and  (c)  a  new  State- 
wide Comprehensive  Outdoor  Recreation  Plan  has  just  been  completed  by 
N.R.C.D.  outlining  goals  and  needs  across  the  State. 
Funds  Distribution  Does  Not  Address  Relative  Needs 

This  section  is  primarily  concerned  with  three  (3)  classes  of 
recreation  areas  (Classes  I,  II,  and  III)  and  the  amount  of  LWCF 
funds  allocated  by  class  to  the  State's  seventeen  (17)  planning 
regions  (See  Map  1)  for  the  period  July  1,  1973  -  June  30,  1978.   The 
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main  purpose  is  to  determine  if  LWCF  funds  are  being  used  to  pro- 
vide the  types  of  recreation  facilities  in  the  areas  where  relative 
needs  are  greatest. 

In  1973,  the  State  adopted  a  Statewide  Comprehensive  Outdoor 
Recreation  Plan  (SCORP)  to  be  used  as  a  guide  in  developing  re- 
creation programs  and  facilities  based  on  needs.   As  an  incentive 
to  providing  recreation  facilities  to  citizens  in  all  50  states, 
LWCF  funds  are  apportioned  to  each  state  yearly  on  a  50%  matching 
basis.   Since  1973,  nearly  $18  million  in  LWCF  funds  have  been 
approved  or  are  awaiting  approval  for  use  by  the  State  of  North 
Carolina  and  its  local  governments.   Of  that  nearly  $18  million,  74% 
($13.3  million)  have  been  approved  for  use  by  local  agencies  (cities 
or  counties)  for  providing  recreational  facilities  to  their  citizens. 

BOR  has  established  classes  of  recreation  (Classes  I  -  VI)  on 
which  standards  of  need  are  based.   The  State  of  North  Carolina  has 
adopted  these  standards  and  incorporated  them  into  its  outdoor  re- 
creation plans  since  at  least  1970.   Prerent  N.  C.  standards,  however, 
differ   from  the  standards  used  in  this  study.   Current  N.  C. 
standards  are  10  acres,  42.5  acres,  and  290  acres  per  1,000  population 
for  Classes  I,  II,  and  III  respectively. 

The  standards  used  in  this  study,  and  the  earlier  1973  "Study 
of  State  Parks"  were  taken  from  "Summary  North  Carolina  Outdoor  Re- 
creation Plan,  1970",  are  listed  below.   They  were  used  in  order  to 
maintain  continuity  and  comparability  in  measuring  progress  over  the 
1970' s.   The  rationale  for  the  drastic  increase  in  these  standards  in 
the  1973  SCORP  is  unclear. 
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1)  Class  I   -   High  Density  Recreation  Areas 

Characteristics :   attractive  setting,  man-made  or 
natural;  intensive  day  or  weekend  type  of  activities 
such  as  picnicking,  water  sports,  group  field  games, 
winter  sports,  and  other  activities;  subject  to 
heavy  peak  load  pressure  but  sustain  moderate  use 
throughout  the  year;  usually  near  or  within  major 
centers  of  urban  population. 
Standards :   8.75  acres  per  1,000  population 

2)  Class  II  -   General  Outdoor  Recreation  Areas 

Characteristics :   attractive  natural  or  man-made 
setting  ranging  from  several  acres  to  large  tracts; 
usually  more  remote  than  Class  I  areas  and  include 
areas  such  as  public  forests,  public  and  commercial 
campsites,  picnic  grounds,  trail  parks,  ski  areas, 
resorts,  streams,  lakes,  coastal  areas,  and  hunting 
preserves;  used  for  day,  weekend,  and  vacation 
activities  such  as  camping,  picnicking,  fishing, 
hunting,  water  sports,  winter  sports,  nature  walks, 
and  outdoor  games . 
Standard:   10  acres  per  1,000  population 

3)  Class  III  -  Natural  Environment  Areas 

Characteristics :   interesting  land  forms,  lakes, 
streams,  flora  and  fauna  within  attractive  natural 
settings;  more  remote  than  Class  I  and  II;  used 
for  weekend  and  vacation  activities  dependent  on 
quality  of  environment  such  as  sightseeing,  hiking, 
nature  study,  picnicking,  camping,  swimming,  boating, 
canoeing,  fishing,  hunting,  and  mountaineering. 
Standard:   20  acres  per  1,000  population 

In  1973,  the  General  Assembly's  Fiscal  Research  Division  con- 
ducted a  study  of  the  State  Park  System  and  concluded  that  none  of 
the  State's  17  planning  regions  met  the  BOR  standard  for  Class  I, 
8.75  acres  per  1,000  population.*   In  fact  the  statewide  average 
acres  per  1,000  population  for  BOR  Class  I  in  1973  was  1.9  acres,  well 
below  the  standard,  with  a  high  of  3.5  acres  in  Region  J  and  a  low  of 
.4  acres  in  Region  A.   All  regions  exceeded  the  Class  II  standard   and 
all  except  two  regions  met  the  Class  III  standard  (see  Table  2). 


*  Source:  Summary  North  Carolina  Outdoor  Recreation  Plan,  1970. 
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Recion 


State 


Table  2:   Recreation  Acreage  Per  Thousand 

Population,  1971  and  1976  and  Federal  Funds 

Allocated  per  Thousand  Population:  1973-1978 

by  Planning  Region 


%    change 
in  Class  I 
1971-1976 


1971 
I 


$/1000 
Pop. 
1973-7! 


$/1000 

197  1   Pop. 
U   1973-78 


1971 
III 


5/1000 
Pop. 
1973-78 


66 


340 

10 


19 
233. 


.4 
.8 

2.  3 
1.4 
1.8 
2.2 

3.  1 
1.  7 


7.1 


57.  9 


.5 
2.0 
1.2 
1.4 
2.  1 

.9 
1.4 


4,273 
2,175 

484 
2,535 
2,571 
1,097 

973 
4,248 
2,474 

549 
2,437 
2,414 
1,301 
1,753 
1,368 

926 
1,352 


1.9 


142. 
181. 

50. 
223. 

38. 

12. 

39. 

06, 

17, 

21, 

10, 

15. 

2\ 
198.1 

23.0 

14.  3 

28.3 

42.9 


644 
682 
766 

94 

1,955 

560 

813 

16 

576 

315 
257 


6,5C0.5 

92S.2 

44  1.4 

891.6 

414.  7 

10.2 

50.7 

400.1 

16.8 

89.  3 

121  .  3 

88.  1 

294.  8 

6  2.2 

617.5 


1,542 


205 


212.6 
2,196.8 


360.4 


.  6 
1.4 
2.4 

1.  3 
3.0 
4.0 
3.5 
2  .  4 
3.0 
2.2 

2.  2 
1.6 
2.0 
2.5 
3.0 
1.3 

.6 

3.0 


Class  I  Total  Acres 
1971    1976 


1  ^  /  b 


16,340 


1976 


II 


III 


172. 

0 

6,514. 

7 

174. 

5 

833. 

7 

57. 

4 

634  . 

1 

234. 

5 

89  5. 

B 

40. 

8 

424. 

1 

21  . 

7 

12. 

5 

50, 

,  4 

52. 

8 

231 

,1 

658, 

2 

23 

.1 

83, 

.5 

46 

.  6 

106 

.8 

22 

.3 

198 

.4 

50 

.0 

80 

.2 

22 

.  7 

546 

.1 

180 

.1 

2,232 

.9 

27 

.9 

711 

.7 

-  13 

.7 

203 

.5 

-  22 

,  5 

5,853 

.  3 

58  3.1 


Notes:   1)   Acres/thousand  population  for  1973  is  computed  by  using  1971  acreage  and  1973  population. 

2)  Fcpulation  figures  are  estimates  for  1973  &  1976  compiled  by  the  Division  of  State  Budget 
and  Management,  1978. 

3)  Etate  averages  are  computed  from  total  acreage  and  total  population  figures. 


Data  extracted  from  the  1978  SCORP  indicates  that  all  regions 
except  Regions  D  and  Q  increased  the  number  of  acres  per  thousand 
population  in  BOR  Class  I.   The  statewide  average  based  on  the  1978 
data  is  3.0  acres  per  thousand  population  in  Class  I  with  a  high 
of  5.0  acres  in  Region  J  and  a  low  of  .6  acres  in  Region  A.   All 
regions  continue  to  exceed  the  BOR  Class  II  standard,  and  all  except 
one  met  the  Class  III  standard. 

As  mentioned  earlier,  $17.9  million  in  Land  and  Water  Con- 
servation funds  have  been  apportioned  to  North  Carolina  since  July 
1,  1973,  and  $13.3  million  of  those  funds  have  been  used  by  local 
governments  to  provide  BOR  Classes  I,  II,  and  III  recreational 
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facilities  to  their  residents.   One  of  the  concluding  recommendations 
of  the  1973  Fiscal  Research  Division  "Study  of  State  Parks"  was 
that  the  State  should  emphasize  the  acquisition  and  development  of 
more  Class  I  recreation  areas  and  facilities  since  needs  were 
greatest  in  that  area.   Therefore,  one  would  assume  that  since  1973 
proportionately  more  funds  would  have  been  used  in  the  provision  of 
Class  I  recreation  areas  and  facilities  than  for  Class  II  or  III 
recreation  areas  and  facilities.   Our  data  supports  this  assumption, 
indicating  that  nearly  $9.6  million  (72%)  of  the  $13.3  million 
allocated  to  local  governments  have  been  used  for  Class  I  projects, 
$3.4  million  (26%)  have  been  used  for  Class  II  projects,  and  $.3 
million  (3%)  have  been  used  for  Class  III  projects  by  local  govern- 
ments.  (See  Table  3  ).   Clearly,  the  data  suggests  Class  I  projects 
are  receiving  increased  attention. 

Table  3:   Distribution  of  Land  and  Water 

—     Conservation  Funds  by  Class 

To  Local  Governments  by  Region 

July  1,  1973  -  June  30,  1978* 


7. 

UOR  Class 

TOTAL 
Actual         %  of 

I 

II 

III 

%  of 

Actual 

%  of 

Actual 

%  ot 

a. 

Doll ars 

Total 

Dollars 

Total 

Dollars 

Total 

Do] lars 

Total 

A 
B 
C 
D 
E 
F 
G 
H 
J 
K 
L 
M 
N 

557,682 

533,091 

87,821 

402, 262 

655,210 

1,061,515 

1, 042, 065 

553, 542 

5.  8 

5.6 

.9 

4.2 

6.8 

11.1 

10.9 

5.8 

157,924 
123,663 
121,636 
23,997 
1,950,414 
600, 282 
105,976 

4.6 

3.6 

3.6 

.7 

57.4 

17.6 

3.1 

201,173 

60.  5 

758,855 
691,015 
211,484 
523,898 
679,207 
3,011,929 
1,642,347 
659,518 

5.7 
5.2 
1.6 
3.9 
5.1 
22.6 
12.3 
5.0 

1, 583,288 

76,961 
639, 325 
857, 848 
230,417 

16.  5 

.8 

6.7 

9.0 

2.4 

10,289 

151,105 

111,892 

45,429 

.3 

4.5 
3.3 
1.3 

131,470 

39.5 

1,725,047 
76,961 
790,430 
969,740 
275,846 
369,934 

13.0 
.6 
5.9 
7.3 
2.1 
2.8 

0 

369,934 

3.  9 

595,359 

4.5 

P 

595,359 

6  .  2 

176,520 

1.3 

Q 

R 

176,520 
148, 403 

1.  8 
i     1.6 

148,403 

1.1 

_ 

Total 

i 
9,571,243 

100. 0 

3,402, 607 

100.0 

332,643 

100.0 

13,306,493 

100.0 

%  of 

Total 

71.9% 

25.6% 

2.5% 

100% 

*   Since  July  1,  1973  the  state  of  North  Carolina  has  been  apportioned  $17,917  199.   The  above  totals 
represent  approved  amounts  of  projects  for  local  governments  only.   The  difference  of  $4,610,706 


_ apresent  approved 

represents  state  projects  excluded  from  this  list. 
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Another  question  concerning  the  allocation  of  LWCF  funds  by- 
region  and  by  class  of  recreation  deals  with  relative  needs  of  the 
state's  17  planning  regions.   Since  all  regions  failed  to  meet  BOR 
Class  I  standards  in  1973,  one  would  expect  LWCF  funds  obligated 
since  this  time  to  have  been  allocated  based  on  the  relative  need 
ranking  of  each  region.   For  instance,  since  Region  J  was  closest  to 
meeting  BOR  Class  I  standards  in  1973  and  Region  A  was  most  distant 
from  meeting  such  standards  in  1973,  one  would  expect  Region  A  to 
have  received  proportionately  more  funds  than  Region  J  for  the 
provision  of  BOR  Class  I  areas  and  facilities. 

This  has  not  been  the  case.   Table  4_  presents  the  relative  need 
ranking  based  on  acres/thousand  population  by  region  by  BOR  Class  I 
for  1973;  the  actual  dollar  amounts  allocated  to  each  region  for  BOR 
Class  I  by  rank;  the  relative  need  ranking  based  on  acres  per  thousand 
population  by  region  for  BOR  Class  I  for  1978.   Table  2  shows  actual 
acres  per  thousand  population  and  dollars  per  thousand  population. 

Initial  observation  of  the  data  indicated  that  the  relative  need 
of  a  particular  region  in  1973  for  BOR  Class  I  recreation  areas 
and  facilities  had  no  impact  on  the  amount  of  LWCF  funds  allocated  to 
that  region  between  July  1,  1973  and  June  30,  1978. 

For  instance,  in  Table  4,  Column  A  indicates  Region  A  had 
the  greatest  need  for  additional  Class  I  areas  of  any  region  in  1973; 
Column  B  indicates  Region  A  received  the  most  dollars  per  one 
thousand  population  of  any  region  during  the  study  period  despite  its 
relatively  high  ranking  in  dollars  per  thousand  population.   However, 
Column  C  indicates  that  by  1978  Region  A  had  increased  its  relative 
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need  ranking  by  only  one  position  based  on  acres  per  1000  population 
in  1973,  to  number  two  (the  second  neediest  region).   Column  D  shows 
Region  A  as  receiving  the  eight  largest  amount  of  total  funds  by 
Class  I  recreation  from  1975  to  1978;  and  Column  E  shows  that  since 
the  beginning  of  the  program  (1965),  Region  A  has  received  the  fourth 
largest  amount  of  funds  for  provision  of  all  classes  of  recreation. 
Region  J,  on  the  other  hand,  was  ranked  fifteenth  in  1973  in  terms  of 
need,  yet  fifth  in  actual  dollars  approved  per  1000  population,  seven- 
teenth in  1978  in  terms  of  need,  but  first  in  total  dollar  amounts 
received  for  the  period  July  1,  1973-June  30,  1978,  and  third  in  total 
dollars  received  since  the  beginning  of  the  program. 


TABLE  4 
Relative  Need  Rankings 


Region 


A 

1 

1 

2 

8 

4 

B 

4 

8 

5 

10 

10 

C 

13 

17 

10 

16 

15 
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7 

4 

4 

11 

11 

E 

9 

3 

13 

5 

9 

F 

12 

13 

16 

2 

2 

G 

14 

14 

15 

3 

1 

H 

8 

2 

11 

9 

8 

J 

15 

5 

17 

1 

3 

K 

2 

16 

9 

17 

17 

L 

10 

6 

8 

6 

5 

M 

6 

7 

6 

4 

6 
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7 

12 

7 

13 

14 
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11 

9 

12 

12 

12 

P 

5 

10 

14 

7 

7 

o 

7 

15 

1 

14 

13 

R 

3 

11 

3 

15 

16 

(a)  Relative  Need  Rankings,  based  on  acres  per  1000  population, 
by  Region,  by  BOR  Class  I  for  1973; 

(b)  Actual  Dollar  Amounts  per  1000  population  approved  by 
Region  for  BOR  Class  I,  by  Rank; 

(c)  Relative  Need  Ranking  based  on  acres  per  1000  population 
by  Region  by  BOR  Class  I  for  1978. 

(d)  Total  dollar  amounts  by  region,  by  BOR  Class  I  by  Rank 
for  the  period  July  1,  1973  -  June  30,  1978. 

(e)  Total  dollar  amounts  by  rank  for  all  classes  since  program 
inception. 
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To  further  test  this  observation,  a  linear  regression  analysis 
of  the  data  was  performed  by  correlating  the  acres  per  one  thousand 
population  in  1971  by  region  for  Class  I  facilities  with  the  dollars 
allocated  per  one  thousand  population  for  the  five-year  period  by 
region  for  Class  I  (See  Table  2,  columns  3  &  4  and  chart  1).   This 
resulted  in  a  correlation  coefficient  of  determination  (r  )  of  .0513. 
(A  perfect  correlation  would  have  been  reflected  by  a  value  of  -1.000) 
This  indicates  that  there  is  little  or  no  correlation  between  the 
relative  needs  of  regions  in  1973  in  terms  of  acres  per  thousand 
population  for  Class  I  and  the  amount  of  dollars  a  region  received 
between  July  1,  1973  and  June  30,  1978  for  Class  I  recreation  areas 
and  facilities.   A  ranking  correlation  using  Spearman's  R  showed 
similar  results. 

Chart  1:  Comparison  of  Class  I  Acres  Per  1,000  Population  1971 
And  Allocation  of  LWCF  Dollars  Per  1,000 
Population  1973-1978  For  BOR  Class  I 
Project?  By  Region  (A-R) 
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In  summary,  there  has  been  an  increased  emphasis  on  Class  I  and 

proportionately  more  funds  are  being  spent  on  Class  I.   However,  the 
Class  I  relative  needs  of  regions  in  1973  have  not  affected  the  allo- 
cation of  LWCF  funds  among  regions.   Sufficient  growth  has  not  occurred 
in  those  regions  with  the  most  acute  needs.   In  effect,  this  indicates 
the  greatest  growth  per  thousand  acres  did  not  occur  in  those  regions 
with  the  greatest  needs.  * 

Proportionately  more  Land  and  Water  Conservation  Funds  are  being 
directed  towards  increasing  Class  I  recreation  areas  while  lesser 
proportions  are  being  spent  on  Classes  II  and  III.   But,  in  comparing 
LWCF  funds  with  appropriations  from  the  General  Fund,  we  find  funds 
have  been  appropriated  for  increasing  the  supply  of  Class  III  rather 
than  Class  I  areas,  which  are  needed  most.   During  this  study  period, 
$26.4  million  was  appropriated  for  acquisition  and  development  of 
State  Parks,  which  are  currently  categorized  as  Class  III  recreation 
areas.   In  addition,  of  North  Carolina's  $17.9  million  LWCF  apportion- 
ment over  the  five-year  study  period,  approximately  $4.5  million  (25%) 
was  allocated  to  Class  III  recreation.   This  amounts  to  approximately 
$30.9  million  dollars  since  1973  for  increasing  a  class  of  recreation 
that  far  exceeded  BOR  standards  in  1973.   In  short,  Class  I  areas  re- 
main well  below  BOR  standards  while  other  classes  exceed  the  standards, 
and  yet  both  Land  and  Water  Conservation  funds  and  state  funds  have 
been  allocated  to  increase  classes  of  recreation  that  already  exceed 
BOR  standards.   (See  Chart  ?). 


*   See  NRCD  Comment  Number  9  in  Appendix. 
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Chart  2:   Statewide  Recreation  Acreaye  Per  1,000  Population 
Expressed  As  A  Percentage  of  1970  standards  For 
BOR  Classes   I,  II  &  III  For  1971  And  1976 
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Program  Management 

The  State  BOR  office,  in  its  position  as  liaison  between  the 
Federal  BOR  office  and  project  applicants,  serves  as  a  conduit  for 
federal  funds  to  N.  C.   It  is  charged  with  initially  reviewing  projects 
to  make  sure  they  conform  to  SCORP,  formally  submitting  applications 
to  the  Federal  BOR  office  for  approval,  and,  once  project  approval 
has  been  obtained,  overall  administration  of  projects  to  ensure  proper 
project  development,  completion  or  termination. 
The  Application  Process 

The  initial  step  in  the  application  process  is  the  submittal 
of  the  "pre --application  form"  for  circulation  by  the  State  Clearing- 
house for  the  required  A-95  review.   This  is  for  both  State  and  Local 
government  projects;  local  governments  receive  assistance  in  this 
application  from  State  recreation  consultants.   Upon  completion  of 
the  review  by  the  State  Clearinghouse,  a  formal  application  is  sub- 
mitted to  the  State  BOR  Office.   This  application  supposedly  includes 
all  supporting  documentation  as  required  by  Federal  BOR  guidelines. 
For  Local  projects,  this  application  is  forwarded  to  the  State 
recreation  consultant  serving  that  area,  where  it  is  numerically 
rated  on  a  point  system  designed  to  measure  project  need,  utilization, 
quality  and  administration.   The  project  is  then  returned  to  the 
State  BOR  Office  where  it  is  screened  by  the  staff  for  SCORP  review 
and  against  other  project  submittals.   If  selected,  the  project  is 
submitted  to  the  NRCD  Review  Committee,  and  a  final  decision  by  the 
Secretary  of  NRCD  sends  the  application  to  the  federal  BOR  Office  for 
approval  and  obligation  of  funds. 
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For  State  projects,  the  application  is  submitted  to  the  State 

BOR  Office.   The  application  is  reviewed  for  compliance  with  SCORP 

and  then  submitted  to  the  review  committee  for  possible  selection.   If 

selected,  the  project  is  submitted  to  the  Federal  BOR  Office  for 
approval  and  obligation  of  funds. 

Delays  In  Application  Process  Cause  Losses  in  Use  of  Funds 

In  another  section,  this  report  discusses  the  loss  in  purchasing 
power  through  inflation  and  the  opportunity  costs  of  delayed  avail- 
ability of  recreation  facilities.   The  current  procedure  of  re- 
commending projects  and  then  submitting  applications  to  the  federal 
BOR  Office  contributes  to  this  delay. 

The  federal  BOR  grants  manual  allows  the  State  to  submit  project 
applications  for  qualification  as  to  its  eligibility  without 
obligating  funds  to  the  project.   In  reviewing  project  files,  Fiscal 
Research  found  only  one  project  that  had  been  qualified  prior  to  the 
obligation  of  funds.   Sandra  Babb,  Alternate  State  BOR  Liaison 
Officer,  indicated  that  this  early  qualification  would  hinder  the 
State's  flexibility  or  freedom  to  change  project  priorities.   She 
did  not  favor  a  "backlog"  of  projects.   However,  if  the  State  liaison 
office  would  begin  this  procedure,  funds  could  be  obligated  and  used 
more  quickly  once  they  become  available.   This  would  apply  to  both 
local  and  State  sponsored  projects,  and  would  not  prevent  the  State 
from  altering  priorities  before  funds  were  obligated. 

During  fiscal  year  1978,  there  have  been  three  funding  cycles  for 
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local  government  projects.   The  first  cycle  was  completed  November  7, 
1977  and  33  projects  were  recommended  for  funding.   By  July  12,  1978, 
over  8  months  later,  only  18  project  applications  had  been  approved 
by  the  federal  BOR  Office.   Seven  project  applications  still  had  not 
been  submitted.   The  average  delay  from  the  November  1 ,    1911    approval 
to  the  date  of  submittal  of  the  application  was  4.9  months.   Of  the 
18  approved  projects,  there  was  an  average  5.7  months  lag  from  the 
November  decision  date  to  the  date  of  federal  approval. 

The  second  funding  cycle  was  March  7,  1978.   Of  the  16  projects 
recommended  for  funding,  10  had  been  submitted  to  the  federal  BOR 
Office  by  July  12,  1978,  with  an  average  delay  of  3.1  months.   Only 
one  project  had  been  approved. 

The  third  decision  date  was  June  7,  1978  with  25  projects  re- 
commended.  By  July  12,  1978,  three  applications  had  been  submitted 
to  the  federal  BOR  Office. 

Because  of  these  delays  in  project  submittal  and  approval,  it 
seems  the  qualification  method  would  increase  the  purchasing  power 
of  federal  funds  by  having  projects  ready  to  use  the  money  as  soon 
as  it  becomes  available.  At  the  next  funding  cycle,  the  State  BOR 
liaison  office  plans  to  submit  for  review  only  those  projects  with 
applications  that  are  already  adequately  prepared.  This  would  be  a 
step  in  the  right  direction. 

Coordination  Shortcomings 

As  discussed  in  detail  earlier  in  this  report,  an  analysis  by 

planning  region  of  the  allocation  of  LWCF  funds  to  local  governments 
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indicates  that  relative  needs  for  Class  I  recreation  areas  (as  out- 
lined in  a  1973  study)  had  little  to  do  with  the  allocation  process. 
Thus,  the  relative  need  factor  is  not  the  dominant  factor  used  in 
allocating  scarce  resources  among  competing  needs. 

Other  questions  arise  concerning  the  coordination  of  planned  re- 
creational facilities.   A  recreational  plan  for  a  county  or  muni- 
cipality could  address  problems  of  duplicating  facilities  and 
coordination  of  efforts.   However,  the  review  criteria  for  projects 
do  not  require  a  local  recreation  plan.   For  example,  among  all  the 
projects  reviewed,  this  staff  found  only  one  project  identified  as 
being  developed  in  conjunction  with  a  public  school  facility  or  a 
community  college.   Yet,  both  types  of  institutions  have  recreational 
facilities  often  used  to  some  extent  by  the  general  public.   It  would 
seem  that  an  administration  pushing  a  policy  of  increased  community 
use  of  school  facilities  would  encourage  coordination  and  planning 
through  its  allocation  of  these  federal  funds.  +■ 
Delays  In  Requests  for  Reimbursement 

After  funds  are  expended  on  an  approved  project,  State  and  local 
sponsors  must  request  reimbursement  of  the  federal  share  of  the  ex- 
penditures.  Reimbursement  requests  may  be  made  on  a  monthly  basis, 
or  less  frequently,  depending  on  the  rate  of  expenditure. 

Billings  for  reimbursement  of  LWCF  funds  for  State  and  local 
projects  have  been  reviewed  for  efficiency.   Efficiency  in  this  case 
refers  to  1)   timeliness  in  the  bill  submittal  process  by  NRCD  or 


See  NRCD  Comment  Number  11  in  Appendix. 


26 

local  governments  to  the  federal  Regional  BOR  Office,  2)   initiation 
and  continuance  of  projects  for  which  funds  have  been  approved,  and 

3)  use  of  unexpended  funds  for  new  projects. 

Three  types  of  projects  were  reviewed: 

A)  Acquisition  -  These  include  the  acquisition  of 

land  and  water  or  partial  rights  to  them. 

B)  Development  -  These  include  the  development  of  certain 

outdoor  recreation  activity  and  support 
facilities  needed  by  the  public  for  re- 
creation use  of  an  area. 

C)  Combined  -  These  are  projects  that  combine 

acquisition  and  development. 
The  areas  reviewed  for  this  efficiency  were:   1)  Development 
and  Combined  projects  with  delays  in  the  billing  process  exceeding 
3  months  and/or  with  relatively  large  average  billing  amounts, 
2)   approved  projects  with  no  bills  submitted,   3)   Acquisition  pro- 
jects with  long  time  delays  between  deed  dates  and  billing  dates,  and 

4)  time  lags  in  the  use  of  unexpended  funds  for  new  projects. 

These  areas  were  chosen  because  there  are  two  opportunity  costs 
implicit  in  a  slow  project  development  and  billing  process.   One  is 
the  foregone  return  on  the  money  expended  by  the  State  or  local 
government  but  not  reimbursed  with  LWCF  funds.   The  other  is  the  fore- 
gone use  of  the  recreational  facilities.   Both  of  these  costs  are 
important  from  a  program  objective  and  management  standpoint. 
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In  addition  to  these  costs,  inflation  reduces  the  purchasing 
power  of  the  funds  when  delays  occur.   The  result  is  less  facilities 
completed  for  the  same  dollar  and,  in  the  case  of  funds  being  re- 
placed over  time,  less  purchasing  power  of  these  funds  in  any  area 
of  spending. 

Seventy-four  projects  with  approved  LWCF  fund  obligations  equal 
to  or  exceeding  $50,000  were  reviewed. 
Nine  Projects  Submitted  No  Bills  for  Over  Nine  Months 

—  -  -   ■    -  -  i    ■    i    i      i    ■    ■  l   i      |— — 

Of  the  74  projects  reviewed,  29  (39%)  were  Combined  and  29  (39%) 

were  Development  projects.   Of  these  58  projects,  37  (63%)  had  billing 

lags  of  more  than  3  months.   These  37  projects  consisted  of  16  (43%) 
Combined  and  21  (57%)  Development  projects. 

In  the  Combined  group,  13  projects  had  billing  lags  of  3  to  9 
months,  of  the  Development  group,  19  had  billing  lags  of  3  to  12 
months.   Of  the  9  projects  with  billing  lags  exceeding  9  months,  6 
were  Development  and  3  were  Combined.   Since  Combined  projects  in- 
clude acquisition  of  land,  one  might  expect  them  to  have  longer  billing 
lags  than  Development  projects  which  do  not  include  land  purchases. 
However,  in  the  projects  reviewed  the  reverse  was  true. 

Average  billing  amounts  were  computed  for  each  project  and  com- 
pared to  the  approved  project  funds.   In  16  projects  (43%)  the 
ratio  "average  billing  amount/approved  funding,"  stated  in  percentage 
terms,  was  equal  to  or  greater  than  25%.   (This  figure  was  selected 
as  a  threshold:   Ratios  above  25%  might  be  indicative  of  a  lethargic 
billing  process).   Of  these  16  projects,  10  were  Developments,  6  were 
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Combined.   Again,  one  might  expect  Combined  projects  to  have  large 
land  purchase  bills  which  might  tend  to  inflate  their  average  billing 
amount;  however,  in  the  projects  reviewed  the  reverse  was  true. 

When  the  aforementioned  16  projects  are  analyzed  for  time  lags 
in  billing,  one  finds  that  of  the  16  projects,  7  had  lags  of  3  to  9 
months  and  6  had  lags  of  9  to  12  months. 

Among  the  37  slow-billing  projects,  of  9  projects  with  billing 
lags  ranging  from  9  to  27  months,  8  had  large  average  billing 
amounts.   One  might  expect  to  find  relatively  large  billing  amounts 
when  time  lags  increase  since  we  begin  playing  catch-up  ball  with 
the  funds . 

Approved  Projects  With  No  Bills  Submitted 

Eleven  (10  local,  1  state)  of  the  74  projects  reviewed  (14%), 
had  submitted  no  bills  as  of  July  1,  1978.   The  State  project  was 
an  Acquisition  and  no  land  has  yet  been  purchased.   Of  the  locals,  6 
were  Combined  and  4  were  Development. 

Among  these  11  projects,  1  had  expired  and  the  other  10  projects 
ranged  from  3  to  15  months  in  time  elapsed  since  project  approval, 
with  the  average  lapse  being  9  months.   The  average  for  the  4  Develop- 
ment projects  was  10  months.   Thus,  the  Development  projects  tend  to 
have  longer  time  lapses  than  the  Combined,  even  though  no  land 
acquisition  was  involved.   It  appears  that  the  State  BOR  Office  does 
not  attempt  to  screen  project  submittals  for  those  projects  that 
are  ready  for  implementation. 
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Acquisition  Projects  With  Time  Lapses  Between  Deed  Date  and  Billing 
Date 

Eighteen  (9  local,  9  state)  of  the  74  projects  (14%)  were 
Acquisition  projects  with  significant  time  lapses  between  completion 
of  a  land  transaction  and  the  request  for  funds  reimbursement.   Two 
of  the  Local  projects  and  3  State  projects  involved  multiple  pur- 
chases and  billings,  making  it  difficult  to  determine  the  delay  between 
a  particular  purchase  and  bill.   However,  for  the  3  State  projects, 
some  of  the  purchases  and  bills  could  be  matched  and  this  partial 
information  was  used.   Additionally,  one  of  the  State  projects 
involved  no  purchases  to  date;  and  therefore,  no  billings. 

Time  lapses  of  the  projects  reviewed  ranged  from  2  to  15 
months,  with  the  average  delay  being  10.4  months.   The  local  projects 
average  lapse  was  7.6  months  per  bill  and  the  State  projects  average 
was  9.3  months  per  bill.   Using  3  months  as  a  reasonable  threshold 
for  billing  after  deed  dates,  only  2  of  the  18  projects  (11%)  met 
this  criterion. 
Funds  Lie  Unused 

There  are  two  areas  from  which  funds  of  this  nature  might  accrue. 
One  is  unexpended  funds  from  projects  that  are  physically  complete 
but  have  not  fully  used  all  approved  funds.   Another  is  funds  that 
are  unexpended  on  a  slowly  developing  project  but  remain  obligated 
to  the  project  through  project  amendments .   Regardless  of  the  source 
of  the  unexpended  funds,  the  opportunity  cost  is  the  use  of  foregone 
projects  that  could  have  been  funded  by  reobligating  the  funds. 
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A  cursory  review  of  the  project  files  indicated  4  projects  with 
funds  unexpended,  for  reasons  cited  above,  but  not  reobligated 
amounting  to  $78,000.   Other  projects  may  also  be  in  this  category. 
In  talking  with  the  State  BOR  Office,  it  was  ascertained  that  little 
effort  was  being  made  to  reobligate  unused  funds  in  a  timely  manner. 
Costs  of  Poor  Management 

The  two  major  categories  of  management  costs  involved  with 
these  projects  are  opportunity  costs,  and  inflation.   The  opportunity 
costs  are  two-fold.   One  is  the  foregone  return  the  money  expended 
but  not  reimbursed  could  be  earning.   The  other  is  the  foregone  use 
of  the  recreational  facilities.   The  effect  of  inflation  is  to  erode 
the  purchasing  power  of  the  funds. 
State  and  Local  Governments  Lost  $282,000 

One  of  the  opportunity  costs  implicit  in  a  slow  billing  process 
for  a  local  or  State  project  is  the  foregone  return  the  money  ex- 
pended but  not  reimbursed  could  be  earning.   In  order  to  get  a 
measure  of  this  cost  for  State  projects,  average  annual  rates  of  return 
for  short-term  investments  were  obtained  from  the  State  Treasurer's 
Office  for  fiscal  years  1974-78.   For  local  projects,  rates  of  return 
figures  were  not  available  for  each  locality,  but  a  conservative 
estimate  was  obtained  by  reducing  the  average  State  return  by  1.5 
percentage  points. 

For  the  State  projects,  the  foregone  interest  amounted  to 
$170,182.   This  was  obtained  by  computing  the  simple  interest  loss 
from  the  deed  date  to  the  actual  dates  of  billing  on  the  eight  State 
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Acquisition  projects  for  which  purchases  had  been  made.   This  amounts 
to  an  average  loss  per  project  of  $21,272  in  potential  income. 
For  the  Local  projects,  the  foregone  interest  amounted  to 
$111,827.   This  was  obtained  by  computing  the  simple  interest  loss  on 
the  non-Acquisition  projects  that  had  billing  lags  exceeding  3  months. 
The  time  used  in  computing  this  cost  was  the  billing  lag  time  ex- 
ceeding 3  months.   This  amounts  to  an  average  loss  per  local  govern- 
ment project  of  $3,022  in  potential  income. 

In  addition  to  the  foregone  interest,  another  opportunity  cost 
involved  with  billing  lags  is  the  foregone  use  of  the  recreational 
facilities.   This  cost  is  very  hard  to  estimate  since  benefits  from 
recreational  facilities  are  difficult  to  quantify.   This  cost  is 
probably  most  important  from  a  program  standpoint  since  provision  of 
recreational  facilities  is  the  purpose  of  the  program. 

With  this  in  mind,  it  is  notable  that  of  10  local  projects 
approved  but  for  which  no  bills  had  been  submitted,  3  of  these 
projects  were  in  the  State  planning  regions  with  the  greatest  needs 
for  recreation  facilities,  (FRD  Report,  1973),  but  had  the  greatest 
lags  to  date  for  Class  I  projects.   Acute  need  does  not  always  cause 
rapid  request  for  reimbursement. 
Delays  Allow  Inflation  to  Cut  Use  of  Funds 

Inflation  has  a  dual  impact  on  these  projects.   One  is  the 
effect  of  rising  construction  and  land  costs;  the  other  is  the  reduced 
purchasing  power  of  dollars  reimbursed  slowly. 
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Construction  costs  rose  during  the  period  July,  1973  to  July, 
1978  toy  43.2%  for  the  nation,  as  estimated  by  Engineering  News-Record. 
This  is  at  an  average  annual  rate  of  8.6%.   The  effect  of  this  on  a 
project  that  is  slow  to  start  or  is  slow  in  developing  is  that  the 
dollars  committed  to  the  project  will  buy  less  facilities.   For  ex- 
ample, if  we  assume  that  the  8.6%  national  rate  applies  to  North 
Carolina,  then  a  project  that  is  funded,  but  has  not  begun  develop- 
ment within  a  six-month  period  will  have  lost  4.1%  of  its  purchasing 
power.   Or,  stated  differently,  $1j00  unused  for  six  months  is  worth 
$.959.   For  a  project  funded  at  the  $50,000  level,  this  loss  would 
amount  to  $2,050  or  $4,100  each  year  that  the  funds  were  unused. 

Additionally,  projects  that  have  begun  but  are  slow  in  develop- 
ing or  that  have  large  billing  lags  will  experience  a  similar  effect. 
In  the  general  case,  a  slow  billing  process  will  mean  that  the  dollars 
reimbursed  are  worth  less  than  the  dollars  they  replace. 

Rising  land  costs  would  exact  a  similar  effect  on  an  Acquisition  or 
Combined  project.   However,  a  good  measure  of  land  price  inflation  was 

unavailable. 

Delays  Cause  Substantial  Losses  From  Inflation  And  Opportunity  Costs 
Combined  Effect 

The  opportunity  cost  of  money,  construction  cost,  and  inflation, 
although  separated  here  for  expository  reasons,  exact  a  combined  cost 
on  a  slow-progressing,  slow-billing  project. 

As  an  example,  consider  a  $50,000  project  that  is  six-months 
slow  in  starting  development  after  funds  have  been  approved  and, 
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once  development  has  begun,  is  completed  in  6  months.  Assume  that 
the  development  costs  are  paid  in  total  at  the  beginning  of  the  work. 
Assume  that  the  opportunity  cost  of  money  to  the  State  or  the  locality 
involved,  is  7%  per  year,  construction  costs  are  rising  at  8.5%  per 
year,  and  inflation,  as  measured  for  state  and  local  governments,  is 
rising  at  an  annual  rate  of  9%.   With  these  assumptions,  the  combined 
effect  on  the  project  for  a  1-year  period  can  be  computed. 

If  the  project  is  6  months  late  in  starting,  construction  cost 
increases  will  have  reduced  the  purchasing  power  of  the  $50,000  to 
$47,961.   The  one  bill  submitted  by  the  governing  body  at  the  end 
of  the  year,  covering  a  six-month  period,  will  cost  them  $1,750  in 
foregone  interest,  and  the  reimbursed  dollars  will  have  lost  $2,153 
in  purchasing  power.   Thus,  at  the  end  of  the  year,  the  combined  loss 
in  purchasing  power  realized  by  the  governing  body  is  $5,941.   This 
loss  can  be  fully  ascribed  to  the  project's  slow  development. 
Summary  of  Effects  of  Delayed  Starts  and  Billings 

Seventy-four  projects  were  analyzed  for  efficiency  in  the  billing 
process.   Of  the  "Development"  and  "Combined"  projects,  63%  experienced 
excessive  billing  lags  of  varying  degrees.   These  projects  also 
tended  to  request  relatively  large  reimbursements.   The  predominant 
project  type  experiencing  these  problems  was  the  Development. 
Eleven  projects  had  been  approved  but  had  no  bills  submitted.   These 
were  roughly  half  Developments  and  half  Combineds  with  the  Develop- 
ments experiencing  longer  delays.   Acquisition  projects  also  ex- 
perienced excessive  bill  delays  as  measured  from  deed  dates  to  billing 
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dates.   These  were  equally  divided  between  State  and  local  projects.   Ad- 
ditionally, a  cursory  review  turned  up  several  projects  with  unexpended 
funds  that  had  not  been  reobligated  to  new  projects. 

The  implication  of  these  delays  can  be  measured  in  several  ways. 
One  is  the  opportunity  cost  of  funds  expended  but  not  reimbursed, 
which  for  the  State  projects  was  $170,182  and  for  Local  projects  was 
$111,827.   Another  is  the  foregone  use  of  the  facilities  while  the 
project  is  progressing.   This  is  difficult  to  measure  but  is 'pro- 
bably, from  a  program  standpoint,  most  important.   In  addition  to 
these  costs,  inflation  erodes  both  the  purchasing  power  of  dollars 
committed  to  the  project  development  and  those  funds  later  reimbursed. 
These  costs  together  exert  a  significant  impact  on   a  slow  progressing 
project. 

Conversations  with  the  State  BOR  Office  and  otheis  involved  in 
these  projects,  pointed  out  a  number  of  problem  areas  that  could  con- 
tribute to  a  project's  slow  development  and  billing.   Several  of 
these  will  be  apparent  from  the  list  of  recommendations  enumerated 
later  in  this  report.   However,  no  indication  was  given  as  to  why 
Development  projects  tend  to  predominate  in  the  bill-lagging  process. 
State  Liaison  Office  Has  Not  Resolved  These  Issues 

1)   There  is  no  check  by  the  State  BOR  Office  to  see  if  all  funds 
obligated  for  a  particular  project  have  been  spent  upon  project  com- 
pletion.  If  funds  were  available,  new  projects  could  be  funded 
by  reobligating  the  money.   At  present,  the  Federal  BOR  Office  sub- 
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mits  a  list  once  a  year  to  the  State  Office  containing  the  remaining 
funds  in  all  projects  that  have  been  completed  or  terminated  for 
that  fiscal  year. 

The  State  BOR  Office  has  been  reluctant  to  withdraw  fund  obligations 
when  a  project  experiences  long  delays  in  starting.   Reobligation  of 
these  funds  would  allow  recreation  facilities  to  be  provided 
more  quickly,  and  the  slow-starting  project  could  be  refunded 
when  the  sponsor  was  ready  to  begin. 

2)  Neither  the  State  BOR  Office,  nor  NRCD's  fiscal  office,  monitors 
project  reimbursements  unless  a  specific  question  is  raised  by 
the  local  or  State  project  sponsor.   A  monitoring  system  would 
assist  in  reducing  reimbursement  delays. 

3)  The  State  BOR  Office  has  expended  little  effort  to  encourage 
more  frequent  billing  for  more  rapid  reimbursement  by  State 

and  local  projects.   Such  an  effort  might  reduce  billing  delays. 

4)  The  State  BOR  Office  does  not  incorporate  within  its  review  and 
selection  any  criteria  to  measure  the  ability  of  a  project  to 
get  underway  quickly.   This  is  very  important  in  judging  the 
relative  merits  of  several  projects. 

Some  Changes  Made  to  Correct  Problems 

1)   The  State  BOR  Office  plans  to  add  a  fiscal  officer  to  their 
staff.   This  person  would  be  responsible  for  verification  of 
bids  and  contracting  procedure,  costs,  record-keeping,  billing, 
etc.   This  person  would  work  with  individual  projects  to  ensure 
proper  procedure. 
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Currently,  the  State  BOR  Office  is  staffed  by  four  professional 
Staff  members  involved  in  monitoring  and  coordinating  projects. 
In  addition,  recreational  consultants  working  for  the  Division 
of  Parks  and  Recreation  work  with  local  governments  on  BOR 
projects,  and  two  people  in  NRCD's  fiscal  office  devote 
approximately  one-fourth  of  their  time  to  processing  billings. 
The  State  BOR  Office  is  funded  50%  with  federal  and  50%  with 
State  monies.   The  federal  share  is  determined  by  applying  a 
2.89%  administrative  cost  rate  to  the  approved  grants. 
There  is  some  question  as  to  whether  the  fiscal  officer  position 
would  be  a  duplication  of  effort.   The  Institute  of  Government 
is  involved  in  the  training  of  local  officials  in  management 
techniques;  the  Local  Government  Commission  in  the  State 
Treasurer's  Office  monitors  and  aids  county  finance  efforts; 
and  the  Community  Assistance  Division  of  NRCD  provides  technical 
assistance  in  management  techniques  at  the  local  level.   In 
addition,  some  assistance  is  available  through  the  N.  C.  Associ- 
ation of  County  Commissioners  and  the  N.  C.  League  of  Municipalities. 

2)  The  State  BOR  Office  now  gets  the  Department  of  Transportation's 
appraisers  to  review  local  appraisals.   This  is  required  by  the 
BOR  guidelines  but  had  not  been  done  prior  to  1977. 

3)  The  State  BOR  Office  is  working  with  the  Division  of  Parks  and 
Recreation  to  catch  up  on  a  backlog  of  neglected  billings  and 
project  applications. 
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4)  The  Division  of  Parks  and  Recreation  is  adding  two  new  recre- 
ational consultants  to  work  with  local  projects. 

5)  The  State  BOR  Office  and  NRCD's  fiscal  office  has  instituted  a 
policy  of  adding  the  administrative  cost  rate  to  project  cost 
on  a  regular  billing  basis. 

6)  The  State  BOR  Office  has  added  two  regional  project  coordinators 
to  work  with  the  recreational  consultants  in  the  NRCD  offices  and 
with  local  project  sponsors. 

Recommended  Changes 

1)  The  State  should  attempt  to  bill  for  reimbursement  of  expenses 
within  a  3-month  period  after  the  expense  was  incurred. 

2)  The  State  should  encourage  local  governments  to  bill  for 
reimbursement  of  expenses  within  a  3-month  period  from  the  time 
the  expense  was  incurred. 

3)  The  State  and  local  governments  should  attempt  to  initiate  pro- 
jects for  which  funds  have  been  approved  within  a  3-month  period 
from  the  date  of  approval. 

4)  To  reduce  unnecessary  bottlenecks  in  project  development,  all 
parties  involved  -  i.e.  local  officials,  state  recreation  con- 
sultants, state  BOR  coordinator,  etc.  -  should  consult  with  each 
other  on  a  regular  basis. 

5)  The  State  should  "practice  and  preach"  good  money-management 
techniques . 

6)  The  State  BOR  Office  should  make  a  follow-up  check  on  all  projects 
that  are  active  on  a  monthly  basis. 
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7)  The  State  BOR  Office  should  make  a  quarterly  check  on  all  projects 
that  are  active  to  make  sure  the  project  is  not  physically  com- 
plete and  has  unexpended  funds.   An  attempt  should  be  made  to 
reobligate  these  funds  to  new  projects  quickly. 

8)  The  State  BOR  Office  should  initiate  a  system  for  screening  project 
submittals,  perhaps  by  region,  in  order  to  select  those  projects 
that  are  ready  to  begin  work  upon  approval. 
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Use  of  Funds  By  State  Parks  System 

During  the  period  July  1,  1973  to  the  present,  State  government 
projects  were  to  receive  40%  of  the  LWCF  funds  available.   Actually, 
over  the  first  four  fiscal  years,  State  projects  received  28.3%  of  the 
federal  funds  available.   (See  Table  1).   If  State  Parks  received  all 
the  funds  it  anticipates  this  fiscal  year,  the  five  year  total  will 
be  approximately  $4.8  million  in  State  projects  from  the  $17.9 
million  federal  apportionment. 

This  appears  to  be  the  result  of  two  factors.   According  to 
staff  in  the  Division  of  Parks  and  Recreation,  Secretary  Harrington 
of  Natural  and  Economic  Resources  set  a  policy  that  federal  funds 
would  be  used  only  in  projects  where  the  State  received  donated  land. 
The  other  factor  is  the  simple  failure  of  the  Division  of  State  Parks 
to  apply  for  available  funds. 
State  Parks  Failed  to  Apply  for  $2.2  Million  in  Federal  Funds 

From  July  1,  1973  until  December  31,  1976,  only  five  projects 
utilizing  federal  funds  were  initiated.   All  projects  were  for  land 
acquisition  only,  and  at  least  three  of  the  projects  involved  donated 
land.   No  Development  project  applications  were  initiated  until 
December,  1977  when  State  Parks  applied  for  federal  funds  for  interim 
development  of  Jockey's  Ridge  State  Park.   (This  occurred  after  a  re- 
quest to  fund  the  project  with  100%  state  funds  was  withdrawn  from 
the  Advisory  Budget  Commission  agenda  before  action  could  be  taken). 
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From  January  1,  1977  through  June  30,  1978,  State  Parks  has 
applied  for  federal  funds  for  three  Acquisition  projects  and  one  other 
Development  project.   Amendments  to  add  fund  to  old  projects  have  also 
been  requested.   This  reflects  an  obvious  shift  in  policy. 

From  fiscal  year  1973-74  through  fiscal  1977-78,  the  General 
Assembly  appropriated  $18,500,000  for  State  Park  land  acquisition,  and 
$8,421,750  for  capital  improvements  at  State  parks  and  recreation  areas, 
(See  Table  5).   However,  the  Capital  Improvements  Acts  of  1973  and  1974 
designated  that  $17  million  in  park  land  acquisition  funds  were  to  come 
from  the  federal  General  Revenue  Sharing  Trust  Fund.   At  that  time, 
federal  regulations  prohibited  the  use  of  revenue  sharing  funds  to 
match  other  federal  funds  (such  as  LWCF  grants),  and  this  designation 
appears  to  be  an  oversight  by  the  State  Budget  Office  in  drawing  up 
the  appropriations  bills.   (During  this  time,  State  Parks  used  some 
of  these  Revenue  Sharing  funds  to  match  LWCF  funds.   The  State  Auditor 
and  the  Office  of  Revenue  Sharing  allowed  an  "after-the-fact"  shift 
of  these  expenditures  to  a  General  Fund  account,  so  no  federal  funds 
were  lost. )   This  oversight  may  have  prevented  the  State  from  using 
its  largest  appropriations  for  park  land  purchase  to  match  federal 
funds,  and  possibly  was  a  factor  in  Secretary  Harrington's  decision 
to  only  use  federal  funds  in  conjunction  with  donated  land. 

However,  one  of  the  capital  improvement  appropriations  were  re- 
stricted from  matching  federal  funds,  yet  not  until  December,  1977 
did  the  Division  of  Parks  and  Recreation  act  to  use  any  of  the  $8.4 
million  in  capital  improvements  appropriations  as  matching  funds  for 
a  LWCF  grant  for  park  development. 
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Table  5:      STATE  APPROPRIATIONS  FOR  STATE  PARKS 

LAND  ACQUISITION  AND  DEVELOPMENT:  1973-1978 


Fiscal  Year  73-74  74-75          75-76       76-77      77-78       5-Year  Total 
Category 

A.  Land  Acquisition  511,500,000*  $5,500,000*     $500,000     $500,000    $500,000     $18,500,000 

B.  Capital  Improvement  2,500,000  3,000,000      500,000    1,000,000   1,200,000*     8,421,750 
Kerr  Reservoir  83,000       138,750 


*  The^e  appropriations  were  designated  as  coming  from  the  General  Revenue  Sharing  Trust  Fund. 
Until  January  1,  1977,  Federal  Revenue  Sharing  Funds  were  not  to  be  used  to  match  other  Federal 
Funds. 


If  State  Parks  had  applied  for  its  full  40%  share  of  available 
federal  funds  (7/1/73  -  9/30/77),  an  additional  $1.4  million  could 
have  supplemented  these  large  appropriations.   If  State  Parks  had 
received  50%  of  the  LWCF  funds  retained  by  the  Secretary  of  Natural 
and  Economic  Resources  in  a  contingency  fund,  an  additional  $817,000 
in  federal  funds  could  have  been  added  to  State  appropriations.   The 
State  failed  to  utilize  $2,217,000  in  available  federal  funds  at  a 
time  when  it  was  greatly  expanding  its  State  Park  System. 

While  most  of  the  LWCF  funds  during  those  four  fiscal  years  were 
eventually  obligated,  in  the  early  1970' s,  almost  all  project  appli- 
cations were  funded.   According  to  C.  R.  Allen,  former  State  Liaison 
Officer  for  BOR,  there  was  no  difficulty  in  funding  all  reasonable 
projects. 

The  current  situation  is  radically  different  from  the  early 
1970' s.   Local  governments  have  enough  funds  for  recreational  develop- 
ment to  match  more  than  the  total  federal  LWCF  funds.   In  1973,  counties 
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were   given  the   authority   to   pay    for   recreation  programs  without   a  vote 
of  the   people,    and   the   number  of   local   recreation  departments  has 
increased   substantially   since   that   time.      This   has    led  to    increased 
activity    in  providing  public   recreation   facilities. 
State    Parks    Did  Not   Use    $468,000    in  Donated  Land   as  Match 

On  the   other  hand,    the   State    Parks    system  now  has   difficulty 
matching   the   State's   40%  share   of   increasing   LWCF   funds.      Until   1978, 
State    Parks   was    lax   in   applying    for    federal    funds,    evidently   finding 
it   easier   to    fund   development   projects   with   100%  State  money.      Also, 
State   Parks   has    failed   to  use   over    $468,000  worth  of  donated   land   as 
in-kind  match   for    federal   dollars.       (See   Table   6). 


(excluding  easements) 

July  1,  1973-June 

30,  1978 

July  19,  1978 

Used 

Appraised 

as 

Date 

Project  Lo  jtion 

Tract 

Value 

Match 

Recorded 

Acres 

Eno  River 

Coile 

$43,000 

-0- 

Nov. 

73 

■"■  21.5 

Eno  River 

Dubs 

$  40,000 

-0- 

17 

June 

75 

17.79 

Eno  River 

^Nature  Conservancy 

97,750 

-0- 

March 

74 

Jockey's  Ridge 

Meekins 

79,600 

79,600 

5 

Oct. 

75 

13.26 

Jockey's  Ridge 

Iworthington 

97,277 

-0- 

20 

Aug. 

75 

NA 

Jockey's  Ridge 

Meekins 

127,800 

127,800 

20 

June 

75 

25.87 

Jockey's  Ridge 

Meekins 

5,100 

5,100 

20 

June 

75 

6.466 

Merchant's  Millpond 

Coleman 

81,000 

81,000 

4 

Oct. 

76 

856.3 

Merchant's  Millpond 

Georgia  Pacific 

213,000 

213,000 

10 

Oct. 

74 

925. 

Mitchell's  Mill 

1 

42,000 

-0- 

25 

Oct. 

76 

67.28 

Hemlock  Bluffs 

84,721 

84,721 

13 

Dec. 

76 

NA 

New  River 

Gambill 

1,406 

-0- 

20 

Apr . 

77 

8.81 

Stone  Mountain 

Hanes 

140,300 

140,300 

10 

Dec. 

76 

215. 

Stone  Mountain 

Hanes 

97,300 

97,300 

19 

Nov. 

75 

113. 

William  B.  Umstead* 

Rose 

147,000 

-0- 

25 

10 

2 

Mar. 

Dec. 
July 

75 
75 
76 

14.706 

13 

June 

77 

South  Mountains  2 

-^Liberty  Life 

158,801 

158,801 

18 

Dec. 

75 

NA 

TOTAL 

a 

,456,055 

$987,622  ($468, 

,4 33  unused 

as  match) 

2,284.97 

*   (4)  separate  deed  dates  and  recordings  for  this  donation. 

1  These  include  tracts  in  which  less  than  the  appraised  value  was  accepted  as  payment,  with  the  amount  shown  here 
equal  to  the  donated  value. 

2  There  is  still  some  question  whether  or  not  this  purchase  at  a  price  below  appraised  value  will  be  considered  a 
donation  or  not,  and  if  it  will  be  use  as  in-kind  match. 
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On  November  23,  1976,  the  State  requested  a  waiver  of  retro- 
activity from  the  BOR  Office  to  allow  four  tracts  of  land  to  be  added 
to  the  project.   Two  tracts  were  additional  donations  and  two  were 
purchases.   In  December,  1976,  a  formal  amendment  to  this  end  was  sent 
to  the  federal  BOR  Office;  and  the  federal  office  rejected  the  amend- 
ment in  March,  1977. 

The  project  expired  December  31,  1977  without  being  amended. 
Total  donations  were  valued  at  $237,600  and  purchases  totalled 
$289,450.   In  June,  1978,  State  Parks  supplied  the  necessary  docu- 
mentation to  the  State  BOR  Office  for  submission  to  the  federal  BOR 
Office.   An  amendment  requesting  $191,310  in  additional  federal  funds 
(from  fiscal  year  78  apportionment)  was  sent  to  the  federal  BOR  Office 
in  July,  1978.   To  date,  no  BOR  funds  have  been  reimbursed  on  trans- 
actions totalling  over  $500,000. 

In  effect,  the  State  is  attempting  to  use  donations  from  1975 
and  1976  to  draw  down  federal  funds  apportioned  in  fiscal  1978,  as 
well  as  the  $52,590  in  funds  obligated  in  August,  1972. 
Stone  Mountain  State  Park-Clarkson  Acquisition  (Wilkes  County) 

The  deed  for  this  property  transfer  to  the  State  was  recorded 
in  December,  1974.   In  March,  1975,  the  federal  government  approved 
the  use  of  matching  federal  funds  of  $395,750.   In  May,  1975,  a  final 
bill  for  the  rimbursement  was  sent  to  the  federal  BOR  Office.   By 
neglecting  to  apply  ahead  of  time,  the  delay  between  the  deed  transfer 
date  and  the  request  for  reimbursement  cost  the  State  over  $13,500 
in  foregone  investment  income. 
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Dismal  Swamp  State  Park  (Camden  County) 

A  delay  of  several  months  in  billing  the  federal  government  for 
reimbursement  for  this  large  land  purchase  cost  the  State  over  $34,600 
in  lost  investment  income.   Federal  funds  amounting  to  $1,179,000  were 
involved. 
Merchants  Mill  Pond  (Gates  County) 

This  project  was  approved  June  25,  1974,  to  take  advantage  of 
twodonations  valued  at  $297,000.   One  donation  of  856  acres  valued  at 
$81,000  was  made  in  June,  1973  but  life-tenancy  rights  to  three  acres 
were  not  released  until  the  fall  of  1976.   The  Nature  Conservancy 
donated  925  acres  valued  at  $213,000  in  October,  1974.   To  date,  the 
State  has  sent  six  bills  for  reimbursement  to  the  federal  government, 
and  an  additional  $108,000  in  obligated  federal  funds  awaits  pur- 
chase of  additional  tracts  of  land.   These  funds  have  been  unused 
for  four  years.   Delay  in  billing  the  federal  government  cost  the 
State  over  $1,000  in  lost  interest  income. 
Hemlock  Bluffs  State  Park  (Wake  County) 

This  combination  donation-purchase  used  the  donated  land  value 
to  match  LWCF  funds.   In  October,  1976,  N.E.R.  had  initially  in- 
formed the  State  Property  Office  that  it  did  not  intend  to  use  BOR 
funds  to  purchase  this  land.   The  property  was  purchased  December  13, 
1976  under  a  waiver  of  retroactivity.   A  formal  application  was  not 
approved  until  September  19,  1977,  and  the  State  did  not  bill  BOR 
for  its  $86,000  share  until  December  20,  1977.   A  corrected  billing 
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was  sent  April  3,  1978.   The  State  lost  over  $9,000  in  foregone  in- 
vestment income  because  of  this  delay  and  lack  of  preparation. 

Reimbursement  of  $60,000  was  received  in  July,  1978.   Approximately 
$24,000  was  withheld  because  of  audit  exceptions  to  several  local 
projects.   Currently,  State  Parks  officials  state  that  Hemlock  Bluffs 
is  quite  low  on  its  priority  list  for  maintenance  and  upkeep. 
Eno  River  State  Park  (Orange  County) 

There  were  two  separate  BOR  projects  for  land  acquisition  at 
this  park.   The  two  separate  projects  will  be  discussed  by  their 
project  numbers. 

#317 ;   This  project  involved  the  purchase  of  four  tracts  of  land 
from  the  Nature  Conservancy  in  the  first  quarter  of  calendar  1974. 
The  purchase  price  was  $159,000,  of  which  the  federal  reimbursement 
was  $79,500.   A  delay  in  billing  for  this  reimbursement  cost  the  State 

about  $1,400  in  lost  investment  income. 

More  interestingly,  the  appraised  value  of  the  property  purchased 
was  $256,750,  and  the  Nature  Conservancy  wrote  that  the  difference 
($97,750)  between  actual  worth  and  the  purchase  price  was  to  be  a 
donation  to  the  State  Park  system.   This  project  was  originally 
obligated  $141,650  in  federal  funds.   With  proper  documentation,  the 
State  could  have  billed  BOR  for  reimbursement  of  50%  of  the  market 
value,  or  $128,375,  using  the  $97,750  donation  and  only  $30,625  in 
State  funds  as  the  State  match.   Instead  by  billing  for  only  50% 
of  the  actual  amount,  the  State  received  $48,875  less  in  federal 
funds  (which  equates  to  an  unnecessary  expenditure  of  State  funds). 
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The  $97,750  in  donated  value  was  never  used  to  match  federal  funds. 
(According  to  officials  in  State  Parks,  the  billing  was  initiated 
using  the  donated  value  as  match,  but  the  Department  of  Administration 
changed  the  billing  before  it  was  sent  to  the  BOR  Office  in  Atlanta. ) 

#464;   This  particular  acquisition  took  place  April  5,  1977  and 
the  project  was  formally  approved  June  30,  1977  for  $170,209  in 
federal  funds.   The  State  did  not  bill  BOR  until  December  20,  1977, 
over  8.5  months  after  the  transaction.   The  delay  occurred  because 
the  State  Parks  staff  member  responsible  for  preparing  the  billing 
had  not  been  informed  either  by  other  Park's  staff  or  by  the  State 
BOR  liaison  staff  that  the  project  even  existed.   This  delay  cost 
the  State  over  $6,300  in  potential  investment  income.   In  addition, 
the  proper  P.L.  91-646  documents  had  to  be  obtained  after  the  fact, 
and  were  not  submitted  to  the  federal  BOR  Office  until  the  spring 
of  1978,  one  year  after  the  land  was  deeded  to  the  State. 


Eno  River 

In  addition  to  the  B.O.R.  projects,  the  Nature  Conservancy 
donated  an  additional  tract  of  land  to  the  State  for  inclusion 
in  the  Eno  River  State  Park.   In  November,  1973,21.5  acres  with 
an  estimated  value  of  $43,000  were  deeded  to  the  State.   This  gift 
was  not  used  to  match  federal  funds. 
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Jockey's  Ridge  State  Park  -  Land  Acquisition  (Dare  County) 

This  project  began  under  a  waiver  of  retroactivity  in  June,  1975. 
The  State  proposed  to  acquire  almost  200  acres  of  land,  using  (after 
amendments)  $667,550  in  federal  funds.   The  acquisitions  took  place 
in  June  and  August,  1975.   The  project  was  not  formally  approved 
by  the  federal  BOR  Office  until  March,  1976  and  the  first  bill  was 
submitted  on  August,  1976.   The  final  bill  was  not  submitted  until 
February,  1978.   These  delays  resulted  in  a  loss  of  approximately 
$32,000  in  foregone  investment  income.   According  to  the  State  Parks 
Office,  the  State  Property  Office  failed  to  obtain  the  necessary 
P.L.  91-646  documents  at  the  time  of  purchase  which  caused  some  of 
the  delay. 

The  final  tract  of  land  purchased  under  the  project  was  the 
Worthington  tract.   Its  value  was  $343,000,  but  the  Park  system  ac- 
quired it  for  $245,723  under  an  option  arrangement.   This  difference 
in  $97,277  could  have  been  used  as  a  donation  to  match  federal  funds, 
but  it  was  not.   Since  then,  the  State  has  a  BOR  development  project 
at  Jockey's  Ridge  and  has  applied  for  an  amendment  to  the  land  pro- 
ject.  These  would  add  $288,000  in  new  federal  funds  to  Jockey's 
Ridge,  and  using  the  $97,277  donation  as  match  could  have  saved  the 
State  $48,638  in  State  funds.   (In  June,  1978,  the  State  BOR  Liaison 
Office  requested  the  State  Property  Office  to  obtain  documentation  of 
this  gift,  hoping  to  use  it  as  match.) 
South  Mountains  (Burke  County) 

This  is  not  yet  an  approved  project.   In  December,  1975  the 
State  requested  a  waiver  of  retroactivity  to  purchase  land  at  South 
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Mountains.   A  waiver  was  granted  until  October  1,  1976.   In  December, 
1975  the  land  was  purchased.   In  August,  1976,  State  Parks  submitted 
an  application  to  BOR  for  2,003  acres  and  $326,000  in  federal 
funds.   The  project  application  was  rejected  because  it  was  submitted 
on  a  tract  of  land  other  than  the  one  for  which  the  waiver  was 
originally  approved.   The  State  failed  to  request  an  extension  of 
the  waiver,  and  it  expired.   Also,  the  State  failed  to  obtain  all 
documentation  required  by  federal  law  P.L.  91-646  dealing  with  land 
purchases  using  federal  funds. 

At  the  State's  request,  the  waiver  of  retroactivity  was  rein- 
stated in  May,  1978,  and  the  State  is  attempting  to  obtain  docu- 
mentation to  apply  for  $525,000  in  federal  funds.   These  funds  would 
come  from  the  current  1978  apportionment.   Over  two  years  and  six 
months  have  elapsed  since  the  property  was  purchased.   If  the  State 
had  completed  an  application  and  billed  for  reimbursement  within  a 
six-month  period,  some  $72,000  in  interest  income  would  have  been 
possible. 

The  State  paid  $1,049,399  for  the  property  in  question  based  on 
an  agreement  with  the  owners.   The  appraisal  (required  by  BOR 
regulations)  indicated  the  property  was  worth  $1,208,200,  or 
$158,800  more  than  the  State  paid.   It  is  still  unclear  whether  or 
not  the  State  can  use  this  amount  ($158,800)  as  a  donation  to  match 
federal  funds.   This  will  depend  on  the  "statement  of  just  com- 
pensation" which  the  previous  owner  has  yet  to  sign. 

This  question  would  not  be  pending  if  the  State  had  followed  the 
standard  BOR  application  process  and  had  obtained  all  documentation 


required  by  P.  L.  91-646. 

Summary;  plav  "Catch-Up"  Costs  State;  Shifts  Priorities 

(1)  The  State  bought  land  without  regard  to  the  federal  application 
process,  and  often  did  not  consider  the  need  for  amendments  or 
formal  application  until  the  land  had  been  purchased. 

(2)  In  several  cases,  the  State  failed  to  follow  procedures  re- 
quired by  P.L.  91-646  which  became  fully  effective  in  1971.  The 
Alternate  BOR  Liaison  Officer  did  not  inform  the  Division  of 
State  Parks  of  these  policies  in  early  1974.   Lack  of  foresight 
by  State  Parks  in  informing  the  State  Property  Office  that 
federal  funds  might  be  used  for  certain  purchases  may  be  one 
reason  for  this  oversight.   (In  June,  1976,  the  State  Property 
Office  began  treating  all  park  land  purchases  as  BOR  purchases). 

(3)  Poor  communications  among  State  Parks  staff,  State  BOR  liaison 
staff,  and  the  State  Property  Office  caused  delays  in  billing 
for  and  receiving  reimbursement  of  federal  funds.   This  has 
cost  the  State  over  $177,000  in  foregone  investment  income. 

(4)  During  its  most  expansionary  period,  the  Division  of  State  Parks 
failed  to  utilize  all  federal  funds  at  its  disposal.   This 
failure  shifts  more  of  the  burden  of  financing  the  State  Parks 
system  onto  the  General  Assembly. 

(5)  In  two  major  instances  (Stone  Mountain  and  South  Mountains  Parks), 
the  State  is  attempting  to  use  prior  State  expenditures  as 
matching  funds  to  draw  down  over  $700,000  in  federal  reimburse- 
ments from  the  current  (fiscal  1978)  federal  apportionment.   If 
past  practice  is  a  precedent,  the  reimbursement  received  would 
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then  be  credited  to  the  land  acquisition  account  for  further 
purchases.   However,  through  its  appropriations  for  the  1977-79 
biennium,  the  General  Assembly  indicated  its  intent  to  emphasize 
park  development  by  appropriating  $2.4  million  for  capital  im- 
provements and  only  $1.0  million  for  land  acquisition.   The 
Division  of  State  Parks  would  be  shifting  more  federal  funds  into 
acquisition,  leaving  a  smaller  portion  of  the  funds  to  be  used 
for  development.   State  Parks  anticipates  using  $1,870,000  in 
BOR  funds  for  acquisition  and  $841,000  for  development  during 
the  1978  federal  fiscal  year. 

(6)  In  at  least  two  instances,  the  State  failed  to  utilize  the  value 
of  partial  donations  of  land  (when  it  was  purchased  at  a  price 
below  its  appraised  value)  to  match  federal  funds,  even  when 
federal  projects  was  already  approved.   This  cost  the  State 
$97,500  in  unnecessary  expenditures. 

(7)  Including  the  partial  donations  mentioned  in  number  six  above, 
State  Parks  has  failed  to  use  over  $468,000  in  donated  land  value 
to  match  federal  funds.   (This  amount  does  not  include  the  $158,800 
in  possible  donations  still  in  question  at  South  Mountains.)   Use 
of  these  donations  could  have  freed  up  State  funds  to  be  used 

for  projects  not  meeting  federal  criteria  for  BOR  grants. 
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State  Recreation  Policy  Does  Not  Address  Greatest  Needs 

Class  I  recreation  areas  are  generally  provided  by  local  levels 
of  government.   At  present,  State  policy  circumvents  State  provision 
of  Class  I  areas.   However,  technical  assistance  to  local  recreation 
and  park  departments  is  provided.   Because  past  and  current  State 
policy  circumvents  direct  State  provision  of  Class  I  areas  and  be- 
cause, by  definition,  Class  I  areas  are  local  in  nature  and  fall 
solely  within  the  purview  of  local  governments,  methods  used  by  the 
State  in  addressing  Class  I  deficiencies  must  be  critically  considered 
for  two  specific  reasons. 

1.   The  acquisition  and  development  of  Class  I  areas  is  a  one- 
time expense,  but  the  operation  of  such  areas  is  a 
recurring  expense.   Fiscally,  State  operation  of  Class  I 
areas  is  unwise.   Class  I  areas  are  locally  oriented  and 
meet  diverse  local  needs.   The  wide  geographic  distribution 
of  these  areas  would  make  central  operation  almost  im- 
possible.  On  the  other  hand,  should  the  State  become 
involved  in  the  provision  of  Class  I  areas,  either  directly 
or  indirectly,  it  must  have  a  definite  policy  on  operating 
costs.   Without  a  clear  policy,  local  governments  are  likely 
to  make  an  effort  to  obtain  State  fiscal  assistance  for 
operating  recreation  facilities. 
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2.   As  stated  above,  past  and  present  State  policy  avoids 

direct  State  provision  of  Class  I  areas.   Administrative 
Regulation  77-5,  "Role  of  Department  of  State  Parks  and 
Recreation",  of  the  Parks  and  Recreation  Program  in  the 
North  Carolina  Department  of  Natural  Resources  and  Com- 
munity Development,  clearly  states  the  primary  responsibility 
of  the  State  Parks  and  Recreation  Program — to  provide  Class 
III  recreation  areas.   Class  I  areas  will  be  provided  only 
if  they  have  statewide  impact.   This  regulation  states 
that  the  provision  of  Class  I  recreation  areas  is  the  prime 
responsibility  of  local  governments. 
In  May  of  1974,  after  completing  its  work  on  the  74-75  budget, 
the  Chairmen  of  the  Joint  Appropriations  Committee  informed  Governor 
Holshouser  of  their  concerns  about  deficiencies  existing  in  the  pro- 
vision of  Class  I  recreation  areas.   They  stated  in  a  letter 
expressing  legislative  intent,  that  funds  appropriated  for  the 
acquisition  and  development  of  State  parklands  should  be  used  primarily 
to  increase  recreational  lands  and  facilities  with  a  clear  urban 
orientation — Class  I.   The  letter  suggested  a  moratorium  on  acqui- 
sition of  State  park  or  recreational  lands  except  those  with  an  urban 
orientation  until  an  inventory  and  analysis  of  State  land  holdings 
was  completed,  and  the  Department  of  Natural  and  Economic  Resources 
(NER)  had  ascertained  the  degree  to  which  such  lands  already  owned 
by  the  State  could  be  used  to  meet  State  and  local  recreation  needs. 
This  was  not  done. 
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State  Parks  Study  Commission  Currently  Considering  Policy 

Present  State  funding  policy  ignores  the  need  to  increase  Class 
I  recreation  areas  and  there  appears  to  be  no  concern  within  NRCD 
for  altering  this  policy.   Currently,  there  is  a  State  Parks  Study 
Commission  which  is  directed  to  formulate  recommendations  on  the 
following  issues: 

(a)  State  and  federal  funding, 

(b)  land  acquisition, 

(c)  personnel  classifications  within  the  Division  of  State  Parks, 

(d)  the  development,  capacity  and  operation  of  existing  and 

proposed  parks, 

(e)  the  present  and  projected  needs  for  and  placement 
of  park  facilities, 

(f)  access  to  park  and  recreational  facilities,  and 

(g)  any  other  issues  consideration  of  which  is  deemed  by  the 
commission  to  be  essential  to  the  development  of  an 
orderly,  planned,  comprehensive  system  of  State  parks 
and  recreational  areas. 

We  are  confident  that  this  Commission  will  consider  the  current 
policies  and  current  and  projected  needs  for  all  types  of  recreation. 
In  staffing  the  Commission,  the  Department  of  Natural  Resources  and 
Community  Development  will  certainly  present  various  alternatives  to 
the  Commission  in  seeking  policy  guidance. 
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Alternative  State  Strategies  to  Meet  Needs  Should  Be  Considered 

There  are  several  alternative  methods  available  to  the  State 
to  influence  the  supply  of  Class  I  recreation  areas.   All  require 
additional  funds  from  the  State,  either  federal  LWCF  funds  or  appropri- 
ations from  the  General  Fund,  as  incentives  for  encouraging  the 
provision  of  Class  I  areas. 

1.   A  specific  amount  of  State  funds  could  be  set  aside  for  use 
by  local  governments,  solely  for  the  provision  of  Class  I 
recreation  areas.   These  funds  could  also  be  used  to  match 
LWCF  on  a  50/50  matching  basis.   Currently,  $400,000  in 
State  funds  are  set  aside  in  NRCD's  budget  for  use  by  local 
governments  to  match  federal  funds.   Thus  far,  three 
localities  have  received  part  of  these  funds  to  help  match 
LWCF  funds.   (The  State  Parks  System,  however,  has  received 
$26.4  million  in  appropriations  from  the  General  Fund  for 
acquisition  and  development  of  Class  III  areas  during 
the  period  studied. ) 
2.    For  a  predetermined  number  of  years,  an  additional  specific 
percentage  of  LWCF  funds  could  be  targeted  to  local  govern- 
ments for  the  acquisition  and  development  of  Class  I  areas. 
Because  all  regions  fall  well  below  the  BOR  standard,  the 
percentage  of  funds  required  should  be  substantially 
above  the  proportion  of  LWCF  funds  currently  allocated  to 
local  governments  (72%  from  1973-78;  50%  by  regulation)  in 
order  to  show  results  by  the  end  of  the  predetermined  period 
and  bring  all  regions  nearer  BOR  Class  I  standards. 
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Projections  of  LWCF  funds  to  be  received  by  North  Carolina  through 
the  federal  fiscal  year  1988-89  indicate  that  the  State  should  re- 
ceive approximately  $100  million.   This  amount  is  based  on  the 
authorization  intent  of  Congress,  but  is  subject  to  annual  appropri- 
ations.  During  the  current  fiscal  year,  North  Carolina's  share  of 
LWCF  appropriations  was  approximately  $900,000  less  than  the  projected 
authorization.   Of  this  amount,  based  on  the  present  formula,  50% 
($50.8  million)  will  be  allocated  to  local  governments,  40%  ($40.64 
million)  will  be  the  State  Parks  share,  and  10%  ($10.16  million) 
will  be  a  contingency  fund.   Current  proposals  would  eliminate  this 
formula. 

Data  clearly  shows  there  is  no  need  to  continue  allocating 
LWCF  funds  for  acquisition  of  Classes  II  and  III  recreation  areas. 
All  regions  except  one  far  exceed  BOR  standards.   Furthermore,  during 
the  period  studied,  $4.5  million  received  by  State  Parks  and  used  for 
Class  III  could  have  been  used  for  providing  Class  I  recreation  areas 
or  for  developing  areas  already  owned.   A  need  does  exist,  however, 
to  develop  and  improve  the  State  Parks  North  Carolina  has  acquired 
over  the  years.   A  balance  between  the  development  of  recently 
acquired  State  Parks  and  increasing  the  supply  of  Class  I  recreation 
areas  must  be  set. 

3.   Where  possible,  use  of  LWCF  grants  in  conjunction  with 

Community  Development  Block  Grant  (CDBG)  funds  is  strongly 
encouraged.   Many  inner-city  areas  have  large  tracts  of 
unused  land  very  suitable  for  intensively  used  recreation 
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facilities.   Because  of  their  prime  location  and  prox- 
imity to  large  populations,  the  dollars  per  acre  cost  of 
Class  I  recreation  areas  are  expected  to  be  higher  than 
other  classes  of  recreation.   The  conjunctive  use  of 
LWCF  and  CDBG  funds  can  sometimes  lessen  the  costs  of 
acquiring  intensively  used  recreation  areas.   In  past 
years,  urban  renewal  has  cleared  thousands  of  acres  of 
prime  land,  quite  suitable  for  Class  I  recreation  use. 
Instances  have  occurred  where  such  land  has  been  sold  to 
private  developers  at  very  low  costs.   The  cost  of 
acquiring  such  land  for  intensive  recreation  use  could  be 
reduced  substantially.   NRCD  needs  to  coordinate  its 
planned  efforts  to  use  these  lands  for  low-and  moderate- 
cost  housing  development  with  the  provision  of  recreational 
facilities  within  these  housing  developments. 
These  are  by  no  means  the  only  alternatives  available  to  NRCD 
for  encouraging  increased  acquisitions  and  development  of  Class  I 
recreation  areas.   While  there  is  a  strong  need  to  increase  this 
type  of  recreation  statewide,  the  State  should  pay  close  attention 
to  the  relative  needs  of  local  areas  and  regions,  and  allocate  future 
LWCF  funds  and  General  Fund  appropriations  based  on  relative  needs. 
To  substantially  increase  the  supply  of  Class  I  recreation  areas  and 
facilities  in  future  years,  changes  in  State  policy  are  necessary. 
Limited  resources  available  at  the  local  level  almost  dictate  State 
involvement . 
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Over  the  past  five  years,  the  General  Assembly  has  appropri- 
ated almost  $27  million  in  State  funds  to  purchase  and  develop 
state  parkland.   Over  this  same  period,  $18  million  in  federal  funds 
was  made  available  to  North  Carolina  for  use  by  State  and  local 
governments  for  similar  purposes.   The  General  Assembly  had  no 
control  or  input  into  the  decision  on  the  distribution  and  use  of 
these  federal  dollars. 

Legislators  have  become  increasingly  concerned  about  their 
inability  to  coordinate  funding  decisions  without  knowledge  of  all 
sources  of  revenue,  including  federal  funds.   The  1977  Session  of 
the  General  Assembly  debated  a  number  of  bills  regarding  federal 
funds,  and  ratified  Senate  Bill  971  included  a  section  requiring 
federal  expenditure  information  to  be  included  in  proposed  budgets 
recommended  to  the  General  Assembly.   The  Legislative  State  Parks 
Study  Commission  was  directed  to  look  at  "State  and  federal 
funding. " 

Some  projections  indicate  that  North  Carolina's  share  of 
federal  Land  and  Water  Conservation  Funds  for  outdoor  recreation 
over  the  next  eleven  years  could  reach  $100  million.   Current  pro- 
posals by  NRCD  outlined  in  this  report  would  alter  the  methods  by 
which  these  funds  would  be  distributed  by  giving  the  Secretary  of 
NRCD  complete  discretion  over  the  allocation  between  State  and  local 
agencies,  between  various  types  of  recreation  projects,  and  among 
geographic  regions  of  the  State. 
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Major  policy  decisions  concerning  the  provision  of  urban- 
oriented  recreation  or  more  remote  state  parks  and  concerning  pre- 
servation of  natural  areas  or  development  of  parks  for  more  intensive 
use  by  the  public  will  be  made  in  the  decisions  on  how  to  use  this 
large  pool  of  federal  funds.   Because  of  the  large  amounts  of  funds 
involved  and  the  major  recreation  policy  decisions  depending  on 
funding  decisions,  the  General  Assembly  may  wish  to  review  the 
allocation  of  federal  Land  and  Water  Conservation  Funds  during  the 
normal  appropriations  process  in  conjunction  with  decisions  on 
State  funds.   The  issues  of 

-  providing  urban  or  rural  recreation; 

-  assuring  sound  local  tax  bases; 

-  preservation  or  development  of  parklands; 

-  balancing  the  provision  of  equal  recreational 
opportunities  to  all  regions; 

-  the  impact  of  recreational  lands  and  facilities  on 
industrial  growth  tourism  development,  and  land  use 
patterns 

are  major  statewide  policy  decisions  with  long-range  implications 
for  all  citizens. 
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Appendix 
Comments  on  Draft  Report  by  the  Department 
of  Natural  Resources  and  Community  Development 


The  Fiscal  Research  Division  invited  agencies  in  the  De- 
partments of  Natural  Resources  and  Community  Development  (NRCD)  and 
Administration  to  comment  on  a  draft  copy  of  this  report.   NRCD  re- 
sponded, and  their  comments  are  included  here. 

The  pages  referred  to  will  not  match  the  pages  in  this  report 
because  of  changes  in  the  final  draft.   Where  NRCD  noted  factual 
errors  or  misinterpretations,  changes  were  made  in  the  text  to 
correct  or  clarify  those  items.   Where  comments  refer  to  judgments 
on  policy,  the  comments  are  included  to  indicate  differences. 
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mSBL  North  Carolina  Department  of  Natural 
|H^  Resources  &Community  Development 


James  B.  Hunt,  Jr.,  Governor 


Howard  N.  Lee,  Secretary 


August   29,    1978 


MEMORANDUM 


TO: 


FROM: 
SUBJECT: 


Mr.  John  Allen, 
Fiscal  Research  Division 
Legislative  Services  Office 
N.C.  General  Assembly 


Secretary  Howard  N.  Lee 


Draft  Report:   North  Carolini— U&er^of   Federal  Funds  for 
Outdoor  Recreation         "" 


Appropriate  members  of  my  staff  have  reviewed  the  subject  draft 
report.  Comments  generated  from  this  review  are  attached  for  your 
consideration. 

The  general  consensus  of  DNRCD  staff  is  that  the  draft  report  does 
a  good  job  of  pointing  up  a  number  of  problems  in  the  outdoor 
recreation  funding  process  over  the  past  five  years.   We  have 
already  taken  action  to  correct  deficiencies  in  a  number  of  these 
problem  areas,  and  intend  to  continue  our  efforts  in  this  area  in 
order  to  provide  the  citizens  of  North  Carolina  with  the  best 
possible  outdoor  recreation  opportunities,  while  making  optimal  use 
of  available  resources.   There  are  some  areas  of  the  draft  report 
which  we  believe  are  not  factual.   These  questionable  facts  may 
result  in  some  misinterpretation  of  the  nature  of  the  problem  and 
possible  solutions.  Hopefully,  our  attached  comments  will  provide 
some  aid  in  correcting  these  questionable  facts  in  the  final  report, 

Thank  you  for  the  opportunity  to  respond  to  your  draft  report.  If 
our  office  can  be  of  further  service,  please  contact  me  and  I  will 
make  arrangements  to  provide  assistance  as  needed. 


HNL: jw 


Post  Office  Box  27687         Raleigh,  North  Carolina  2761  1         Telephone  919  733-4984 
An  Equal  Opportunity  Affirmative  Action  Employer 
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North  Carolina  Department  of  Natural  Resources  and  Community  Development 
Comments  on  Draft  Report:  N.C.  Use  of  Federal  Funds  for 
Outdoor  Recreation,  prepared  by  Fiscal  Research  Division, 
Legislative  Services,  N.C.  General  Assembly 


The  following  comments  are  divided  into  specific  comments  and 
general  comments.   Specific  comments  relate  to  specific  statements  in 
the  draft  report  which  appear  ^o  contain  errors,  possible  misinterpretations 
and/or  erroneous  conclusions.   General  comments  relate  to  the  broader 
issues  and  conclusions  of  the  overall  report . 

Specific  Comments 

1.    Page  5,  last  par&Rraph  -  Project  periods  are  for  two  fiscal  years, 

thus  projects  may  be  funded  during  a  tvo  year  project  period  as 

opposed  to  a  one  year  period  as  stated.   The  statement  is  correct 

in  its  implication  that  projects  cannot  always  be  completed  within 

a  single  fiscal  year.   This  is  a  result  of  time  problems  encountered 

in  planning,  letting  contracts  *  weather  conditions,  etc. 

Ed  Note:   Fiscal  Research  rechecked  the  policy  and  found  our 
statement  correct. 

2.    Page  6.  first  full  paragraph  ~  Some  advantage  is  derived  from  a 

three  funding  cycle  sye^eci  in  that  it  provides  for  a  better,  more 
thorough  review  of  projects  by  NRCD  staff  by  spreading  the  review 
workload  over  a  longer  time  frame.   It  is  noted  that  the  U.S. 
Department  of  Interior  Heritage  Con nervation  and  Recreation  Service 
(HCRS)  (formerly  Bureau  of  Outdoor  Recreation  (BOK))  is  considering 
poing  to  a  two  funding  cycle  system.   Presently  proposed  chanr »s  in 
the  APA  would  permit  adjption  of  this  new  system. 
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3.  Page  6,  second,  third  and  forth  paragraph*  -  It  is  noted  that 
revised  criteria  for  evaluating  projects  are  now  in  effect. 

Ed  Note:  Proposed  changes  in  the  criteria  are  moving  through  the 
process  of  the  Administrative  Procedures  Act,  but  as  of 
8/23/78  had  not  been  changed.  The  proposed  criteria  do 
not  address  the  criticisms  noted  in  the  text. 

4.  Page  6,  last  paragraph  -  Souse  definition  needs  to  be  provided  for 
the  term  "urban"  or  used  here  ana  other  parts  of  the  report.   In 
on*s  respect,  any  Class  I  recreation  facility  could  be  interpreted 
as  urban-oriented. 

5.  Page  7,  second  paragraph  -  NRCD  staff  disagrees  with  the  implied 
conclusion  that  use  of  population  criteria  may  pre-empt  consideration 
of  needs  for  certain  types  of  facilities  among  different  geographic 
areas.   The  use  of  such  criteria  does  not  preclude  consideration  of 
special  needs. 

6.  Page  8  -  Removing  evaluation  criteria  from  the  APA  does  not  remove 
the  criteria  from  public  scrutiny.   Copies  of  the  criteria  are 
being  made  available  across  the  state.   The  reason  for  removing  the 
criteria  is  to  allow  adequate  flexibility  in  revising  criteria  as 
needs  change,   NRCD  staff  is  presently  involved  with  the  HCRS  and 
other  southeastern  states  in  a  joint  evaluation  criteria  study  to 
insure  that  criteria  provide  optional  evaluation  of  projects. 

•  Also,  it  is  felt  that  implementation  of  an  annual  formula  will 
actually  improve  the  chances  of  realistic  nlanninn;  for  statewide 
recreation  needs  since  it  will  allow  a  more  realistic  process  to 
respond  to  needs.   Such  formulas  will  be  based  on  needs  anticipated 
and  documented,  including  implementation  schedules  prepared  by 

State  agencies  involved. 

Ed  Note:   The  use  of  the  word  "need"  in  this  comment  refers  to  need 
as  defined  by  applications  for  funds,  not  by  a  study  of 
supply  and  demand. 
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7.  Pago  11,  first  paragraph  -  ks   previously  related  to  the  Fiscal 

'   Research  Division,  the  statistical  data  used  here  is  incorrectly 
applied.  More  recent  data  has  been  furnished  for  the  purposes  of 
making  corrections  in  the  analysis  by  Fiscal  Research  staff. 

Ed  Note:   The  reference  is  not  to  the  use  of  statistical  data  by 

Fiscal  Research,  but  to  the  use  of  1970  standards  for  com- 
parison.  An  explanation  of  the  use  of  the  standards  has 
been  added  to  the  text. 

8.  Page  13  thru  17  -  Statements  should  be  revised  after  analysis  of 
the  correct  1973  SCORP  planning  standards  is  completed. 

Ed  Note:   Same  as  comment  7. 

9.  Page  17,  second  paragraph  -  NRCD  staff  agrees  that  growth  per 

thousand  acres  ma^*  not  have  occurred  in  those  regions  with  the 
greatest  needs:  however,  it  should  be  realized  that  a  major  factor 
in  this  situation  is  beyond  the  control  of  our  agency.  Where  funds 
are  spent  depends  to  a  significant  degree  on  where  grant  proposals 
originate.   Some  areas  of  great  need  fail  to  submit  proposals 
because  of  lack  of  local  matching  funds.   Submission  of  grant 
proposals  ia  also  related  to  the  growth  and  development  of  local 
recreation  departments  with  a  professional  recreation  staff  who  are 
able  to  develop  a  proposal  which  meets  criteria. 

10.  Page  21,  last  paragraph,  second  sentence  -  Suggest  that  after  the 
*«ord  "staff"  insert  "for  SCOP.?  review  and". 

11.  Page  22,  last  paragraph  -  Staff  indicates  that  many  cities  and 
counties  do  have  master  plans  that  cover  recreational  need  elements. 
The  State  Liason  Office  is  currently  noving  toward  requiring  a 
recreation  master  plan.   The  revised  pre-application  form  submitted 

-  by  the  applicant  asks  the  status  of  any  master  plan.   Tt  is  anticipated 
that  a  master  plan  will  be  phase!  In  as  a  requirement  within  the 
next  two  years. 
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The  feasibility  of  utilizing  funds  for  public  school  recreation 
facilities  has  some  problems  as  the  HCRS  has  very  clear  constraints 
on  use  of  funded  facilities  for  public  recreation  as  opposed  to 
educational  purposes. 
12.   Page  23,  second  paragraph  -  The  problem  in  the  lag  time  between 
project  submittal  and  funding  is  recognized  by  NRCD.   Staff  is 
currently  developing  procedures  to  achieve  more  expeditious  methods 

for  application  processing  in  order  to  cut  lag  time. 

13.  Page  26,  sixth  paragraph  -  The  acquisition  of  the  project  property 

in  question  has  not  taken  place;  therefore,  no  billing  is  justified. 
The  Office  of  State  Property  Control  is  currently  negotiating  with 
the  property  owners  for  purchase. 

14.  Page  27,  first  paragraph  -  Comment  13  above  also  applies  to  the 
State  project  mentioned  in  the  last  sentence  of  this  paragraph. 

15.  Page  28  -  The  foregone  opportunity  costs  mentioned  here  are  acknowledged 
as  a  problem.   Documentation  requirements  by  HCRS  and  various  State 
entities  contribute  to  this  extended  lag  time.   For  instance,  HCRS 
requires  certain  documents  to  be  submitted  with  billings  and  other 
documents  be  kept  in  file  with  the  State.   All  of  these  documents 

are  received  or  kept  in  the  Office  of  State  Property  Control,  N.C. 
Department  of  Administration.   The  lag  time  between  deed  date  and 
the  time  the  deed  reaches  Property  Control  via  the  local  Register 
of  Deeds,  State  Attorney  General's  Office,  is  sometimes  a  month  or 
more.   Since  all  documents  are  located  in  Property  Control,  NRCD 
staff  must  research  the  files  in  Property  Control  tor  each  acquisition 
project  to  be  sure  all  documents  are  available. 
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For  proper  fiscal  control,  NRCD  Budget  and  Management  Division 
requires  that  a  copy  of  cancelled  checks  be  submitted  along  with 
any  billings.  These  cancelled  checks  have  to  be  requested  from  the 
State  Budget  Office,  DOA.   The  time  lag  between  check  preparation, 
cashing,  and  return  to  the  State  Treasurer  and  sorting  can  be  two 
months  or  more.   NRCD  hopes  that  this  report  will  make  the  various 
entities  involved  in  the  billing  process  more  aware  of  the  problems 
of  such  time  lags  and  that  procedures  can  be  modified  to  cut  down 
the  lag  time  and  reduce  lost  opportunity  coats  of  funds  involved. 

16.  Other  Issues  in  Project  Management 

1.  Reobligation  of  funds  -  it  is  the  opinion  of  NRCD  staff  that 
reobligation  of  funding  from  projects  which  are  progressing 
slowly  may  result  in  an  even  slower  project  development  because 
of  the  administrative  procedures  involved.   It  must  be  recognized 
that  time  lags  in  development  of  local  recreation  projects  is 
the  result  of  conditions  beyond  the  control  of  local  government 
units.  NRCD  staff  prefers  to  work  in  cooperation  with  local 
governments  to  alleviate  such  problems  whenever  possible. 

2.  Encouraging  of  more  frequent  billing  -  Efforts  are  being  made 
to  accomplish  better  monitoring  of  reimbursement  thru  the 
Division  of  Parks  and  Recreation's  regional  recreation  consultants, 

3.  Criteria  for  rapid  project  implementation  -  the  point  is  well 
taken. 

17.  Page  32,  Recommendations  -  NRCD  staff  agrees  with  all  recommendations. 

18.  Page  41,  Atone  Mountain,  Clarkson  Acquisition  -  Project  was  approved 
on  March  12,  1975.   State  Parks  Director  received  notification  on 
March  17,  1975. 
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19.  Page  42,  Dismal  Swamp  -  Although  land  was  acquired  in  March,  1974, 
the  project  was  not  approved  until  July  25,  1974.   The  project  was 
amended  and  approved  on  October  18,  1978.   Final  billing  was  submitted 
on  October  23,  1^78. 

20.  Page  43,  Jockey's  Ridge,  lard  acquisition  -  in  reference  to  the 
Washington  tract,  no  P.L.  91-6^6  documents  were  obtained  at  the 
time  of  purchase.   Property  Control  in   now  seeking  to  obtain  these 
documents  after  the  fact  in  order  to  qualify  the  purchase  from 

HRCS . 

21.  Page  45,  South  Mountains  -  Project  has  been  resubmitted  to  the 

State  Liaison  Office  for  review*   The  owner  has  stated  the  difference 
in  the  amount  paid  and  the  nppr^ised  value  was  a  discount  to  the 
seller  for  closing  earlier.   Application  was  forwarded  to  the  State 
Liaison  Office  on  August  9,  1978. 

22.  Page  47  (7)  -  It  now  appears  that  there  is  a  very  good  chance  of 
securing  the  funds  for  South  Mountains  State  Park. 

23.  Page  49,  last  paragraph  -  NPCft  maintains  that  its  current  effort  to 
alter  the  allocation  formula  to  a  more  flexible  poeture  will  provide 
a  mechanism  by  which  increased  Class  I  recreation  can  be  addressed. 

24.  Page  52,  last  paragraph  -  City  and  county  nark/recreation  lands 
cannot  substitute  for  State  Park/recreation  lands.   Master  Plans  of 
existing  State  ^arks/recreation  lands  indicate  a  need  for  approximately 
35,000  additional  acres  to  complete  the  eccistir.p  Prate  areas.   It 

is  ap.reed  that  there  Is  a  need  to  develop  existing  State  Parks,  but 
they  cannot  be  dav<*ioped  according  to  accepted  plans  based  upon 
present  acreage. 

This  in  no  vay  implies  or  suggests  that  Class  I  type  acreage  should 
not  receive  top  priority  in  use  of  federal  funding  opportunities. 
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The  fact   that   721  of   federal   funds  available  from  1973  to   1978  were 
used  for  this  purpose  substantiate*  the  fact  that  major  attention 
he*  been  paid  to  Class   I  needs.      NRCD  intends  to  continue  to  provide 
such  emphasis  on  Class   I  in  the   future. 
General  Comments 

1.  The  report   is   somewhat   contradictor:/   in  its   statement   of  need   for 

greater  emphasis  on  Class   I  recreation  while   indicting  past  management 

practices  of  providing  a  higher  ratio  of  Class   I   funding  than 

dictated  by   the  50-40-10   allocation    ratio.      The  same  contradiction 
exists   in   the  statements   relating   to   the  need   to  maintain  a  specific 

allocation  for  Ci&ss   II  and  III  recreation  while  stating  that   the 

n»eds    for   such   recreation  have  already  been  met.    It   is   suggested 

that    the   final   report  more  clearly  state  the  conclusions  reached   on 

these  issues, 

Ed   Note:       Fiscal    Research    noted   trie    difference   between    actual    funding 
and   the    formula    ratio   because    NRCD  was    not    following    its 
own   administrative    rules.      Also,    Class    I    funding  does   not   have 
to   be    synonymous   with   local   government    funding. 

While   the   need   for   Classes    II    and   III   acreage    appear  to  have 
been  met,    the   need    for   the   development   of   this    acreage    for 
public   use   has    not.       However,    the    State's    use   of    federal 
recreation    funds    continues    to    emphasize   land    acquisition. 

2.  It   is   the  opinion  of    this  agency    that   the   implementation  of   an 
annual  allocation   formula  based  on   annually   identified  needs  will 
not  result   in  loss  of  planning  ability  for  St ate- sponsored  recreation 
entitles,   but   rather  enable  the  State  to  respond  to  need*  on  a  more 
timely  basis  as  n^eds   change.      The   implementation  of   a   long-range 
policy  as   recommended  by   the  Legislative   Study  Commission  and  the 
new  SCORP  would  be  me.]ov   factors    in   the   establishment   of   such 
annual   allocation    formulas, 
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3.  The  inability  of  many  local  government  units  in  need  of  Class  I 
recreation  to  provide  matching  funds  and/or  develop  adequate  applications 
for  funding  is  a  significant  problem  in  addressing  relative  needs. 
Although  NRCB  is  attempting  to  address  the  latter  factor  through 

mors  intensive  consultation,  until  funds  are  made  available  for 
local  match,  the  State  is  limited  in  responding  to  this  problem. 

4.  Time  lags  in  billing  and  resultant  loss  of  opportunity  costs  result 
from  the  variety  of  documentation  requirements  and  administrative 
procedures  required  through  the  process.   Although  NRCD  is  making 
efforts  to  make  its  internal  processes  more  efficient,  until  other 
governmental  entitles  involved  can  speed  up  there  parts  of  the 
process,  the  problem  will  continue.   Hopefully,  this  report  will 
act  as  a  catalyst  in  correction  of  these  problems  by  all  entities 
involved  in  this  process. 


